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PREFACE 


This SURVEY, as a successor to A Survey of the Economic Situation and Prospects 
of Europe which was published a year ago, is the second major study of current economic 
conditions to be undertaken by the Secretariat of the Economic Commission for Europe. 


The background against which this SURVEY was written differs considerably from that 
which existed when the preceding volume was prepared a year ago. Inflation, the shortages 
of basic materials and many of the other problems which dominated the immediate post- 
war period have largely been overcome, and Europe’s production and trade are now close 
to their pre-war levels. But, although economic conditions of life have become more normal, 
the underlying problems of the European economy do not appear to be appreciably 
nearer solution. The progress of the past year would in many areas have been impossible 
without outside financial assistance. It was, moreover, achieved in the face of increasing 
political tension which, although its economic consequences may not have been fully felt 
so far, is bound to retard future progress if the division of Europe is further intensified. 


While the more efficient use of resources within Europe is a pre-requisite of improved 
conditions of economic life, the achievement of stable and sustained progress in the future 
will, as the following chapters emphasize, depend heavily on developments in the world 
as a whole. For this reason this SURVEY, written at a time when the immediate problems 
of post-war reconstruction are passing into the background, devotes greater attention, 
particularly in the last chapter, to wider problems that are not peculiar to Europe but 
extend far beyond its boundaries. 


The present SURVEY, like its predecessor, is the work of the Research and Planning 
Division of the Secretariat, under the general direction of Mr. Nicholas Kaldor (Director), 
and Mr. Hal B. Lary (Assistant Director). Acknowledgments should also be made to the 
following senior members of the Division for their share in the analytical and statistical 
work : Tibor Barna, Esther Boserup, Mogens Boserup, Karl Brunner, Machiel Jansen, Albert 
Kervyn, Bengt Metelius, Robert Neild, Rudolf №, Gizelle Podbielski, Hans Staehle, 
Sergio Steve and Pieter Verdoorn. 


Economic COMMISSION FOR EUROPE, GUNNAR MYRDAL, 


Executive Secretary. 
Geneva 9 


April 1949. 
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ECONOMIC SURVEY 


OF 


EUROPE IN 1948 


SYMBOLS EMPLOYED 


The following symbols have been used throughout this SURVEY : 


т == not available 
— = nil or negligible 


In referring to combinations of years, the use of an oblique stroke 
—e.g., 1947/48—signifies a 12-month period (say from 1 July 1947 
to 30 June 1948). The use of а hyphen—e.g., 1947-1948—-signifies 
the full period of calendar years covered (including the end years 
indicated) either as an average or total, as specified. 

Unless the contrary is stated, the standard unit of weight used 
throughout is the metric ton. 


a 


Chapter 1 


THE PROGRESS IN PRODUCTION 


1. INDUSTRIAL PRODUCTION 


In 1948, the third post-war year, industrial 
production in Europe showed a further sub- 
stantial increase. For a group of fifteen Euro- 
pean countries, which before the war accounted 
for four-fifths of the total industrial output of 
Europe, the level of output in 1948 was 16 per 
eee о approadhes-the 
1938 Tevel, as is shown in Table 1.? In the last 
quarter of 1948, their aggregate production 
exceeded, for the first time, the average 1938 
level. Moreover, the rate of increase in pro- 
duction was slightly greater during 1948 than 
in the previous year, as can be best shown if, 
in order to eliminate the seasonal element, the 
production in successive quarters of 1947 and 
1948 is related to production in the corre- 
sponding quarters of the previous year :— 


Index Numbers of Industrial Production 
(Corresponding quarter of previous year = 100) 


1947 1948 
First quarter . aoa: 124 
Second quarter ... 118 113 
Third quarter. . 113 114 
Fourth quarter... 112 116 
Weare ees. crs > 115 116 


The increase of 24 per cent shown for the 


‘first quarter of 1948 is partly a reflection of 


the abnormally low output in the first quarter 


1 For reasons of statistical comparability, references 


_ to Europe exclude the U-S.S.R. throughout this chapter. 


оо a ih Aah tas 


The data on the U.S.S.R are given at the end of each 
section of the chapter. 
2 The figures for total European production in Table 1, 
which show the production of only fifteen countries, 
differ slightly from those shown in Table 16, which 
includes estimates for European countries that do not 
regularly publish index numbers of production. 


of 1947, which was due to the severity of the 
winter and the fuel crisis. The comparatively 
high percentage increases shown for the third 
and fourth quarters of 1948 indicate, however, 
that the progress in European industrial pro- 


duction has shown no signs of slackening. > gns of slackening. 
A major contribution to this increase in 
European production in 1948 was the _rapid 
recovery in the Western Zo: of Germany. 
The output of Western Germany, which before 
the war accounted for about one-sixth of the 
total industrial production of Europe, was only 
about one-third of pre-war during 1946, and 
in the course of the following year it rose very 
slowly to some 40 per cent of the 1938 level. 
However, early in 1948, production began to 
rise and continued to do so at an accelerated 
rate in the second half of the year. Production 


in Western Germany thus reached 57 per Cent- 
of 1938 in the third quarter of 1948, and 64 per 
cent in the last quarter.’ 

The progress of Austria, although its influence 
on the European total is less important, was 
of a similar nature : production rose from about 


one-half of pre-war in 1947 to 83 per cent of 
pre-war in the last quarter of 1948. 


The spectacular increases achieved in Wes- 
tern Germany (and also in Austria) reflect the 
upswing of production from the low level at 


1 The index of industrial production in the Soviet 
Zone of Germany shows that production reached 51 
per cent of 1938 (60 per cent of 1936) by the end of 
1947. During 1948 industrial production increased by 
about 10 per cent. In the Two-year Plan of the Soviet 
Zone it is proposed to raise production to 69 per cent 
of 1938 (81 per cent of 1936) by 1950. 


ие 


Table 1 


THE LEVEL OF INDUSTRIAL PRODUCTION 
Index numbers based оп 1938 and 1947 


1938 = 100 1947 = 100 
1947 1948 _ 
Coun, irst | ird | Fourth| First | Second| Third | Fourtha 
aes bt aoa ae ers РН quarter | quarter | quarter | quarter | quarter 

Austria % . 40 с 48 74 70 106 111 113 122 156 163 173 
Belgium : 95 102 97 108 106 107 107 113 
Bulgaria .... 81 96 109 114 94 111 129 134 
Czechoslovakia 6 93 104 95 109 112 119 110 125 
Denmark . 97 95 99 106 109 114 108 118 
IB rance:@ соо ie estan et 98 106 96 101 115 121 106 112 
Germany : U.K./U.S. Zone® 78 102 107 112 122 127 165 191 
Greece . Peat a 90 101 101 109 100 101 108 128 
Ireland . 91 96 101 112 107 119 114 aa 
Italy . 79 108 109 104 98 107 111 114 
Netherlands 89 96 100 114 110 117 120 130 
Norway. 99 104 93 105 109 117 96 114 
Poland . 91 97 100 113 124 130 125 134 
Sweden ..... 99 100 99 100 102 103 103 105 
United Kingdom? . 90 101 99 110 112 112. 07 117 
Тотат, of above countries : 

including Germany. 90 102 100 108 112 116.) 114 124 

excluding Germany. . 91 102 99 107 111 114 109 117 
0.9.5.8. 9 | 


Sources. — The index numbers for each country (with the 
exception of Belgium and Greece) have been taken from offi- 
cial or semi-official sources, all of which are given in AppendixB. 

Notes. — The indices for each country include manu- 
facturing, mining and public utilities but exclude building 
with the following exceptions: the index for Greece excludes 
mining ; those for Austria, France, Germany and Italy exclude 
the food industries ; the indices for Austria and Sweden exclude 
chemicals while those for Belgium, Denmark and Sweden 
exclude public utilities. The engineering industry is not 
represented in the Italian index. 

For those countries in which there have been territorial 
changes since 1938, production in the post-war territory has 
been related to 1938 production in the pre-war area. 

Where the original base of the index numbers was other 
than 1938, the figures have been adjusted to that base year 
by means of the official pre-war index numbers. 


which it had remained during the previous two 
years, and were made possible by improved 
supplies of raw materials imported from abroad 
and by the restoration of incentives following 
the monetary reform. It may therefore be more 
significant to consider the rate of progress 
achieved in 1948 by the group of countries 
excluding Germany. These Е 
as Table 1 shows, had already reached their 
aggregate 1938 output in the course of 1947; 
in 1948 their industrial production was 13 per 
cent above -war t 
above pre-war in the last quarter. Thus the 
increase in production fF to 1948 was 
only slightly less than the increase from 1946 to 


For the weights used in arriving at the combined index 
numbers, shown at the bottom of the table, and the methods 
of estimating those weights, see Appendix B. 


а Provisional. 


b The base of the annual index numbers for Austria and 
Czechoslovakia is 1937 ; for the U.S.S.R., 1940. 


с Estimate. For details, see Appendix В. 
а Excluding the Saar. 


_¢ The indices of the U.K./U.S. Zone have been given the 
weight of the three Western zones. See Appendix B. 


f The annual indices (1938=100) have been obtained on 
the basis of 1946 weights. If 1935 weights were used, the 
index for 1947 would be 115 (1938 =100) and would raise the 
European total (including Germany) by two points. 


1947. Again, comparing each quarter of 1947 
and 1948 with corresponding quarters of the 
previous year, it can be seen that, while pro- 
gress in the last two quarters of 1948 was less 
than in the previous year, it still proceeded at 
a substantial rate :— 


Index Numbers of Industrial Production 
—excluding Germany 
(Corresponding quarter of previous year = 100) 


1947 1948 
First quarter . 116 121) an 
Second quarter 117 112 
Third quarter 112 109 
Fourth quarter 112 109 
Year.) 2 ab. eae 114 113 


| 


ый 


о о 


The progress of industrial production was 
fairly evenly spread among the different coun- 
tries of Europe, and was just as substantial 
in the countries of Eastern Europe as in the 
countries of Western Europe. There were some 
countries, like Poland (where the actual increase 
from 1947 to 1948 was 28 per cent), which 
showed a conspicuously high rate of progress, 
and others, like Sweden (where production is 
well in excess of pre-war), which showed only 
a moderate rise. In Belgium and Italy, the 
increases in production were apparently res- 
tricted by monetary influences, and in Greece 
by the civil war. But in most countries the 


< ee 
improvemen 
cent and in no country in Europe did_pro- 


duction actually decline. 


In the SurvEY published last year,! which 
was based on information for only the first 
three quarters of 1947, it was suggested that 
the progress in industrial production had 
tended to level off, and that, while some resump- 
tion in the process of expansion could be expec- 
ted, progress in the following year was not 
likely to be as substantial as in the period up 
to the end of 1946. In retrospect, this analysis 
was not borne out by events. The setback at 
the beginning of 1947 caused by the severe 
winter and the fuel crisis was made good by 
the second quarter of the year, and, in the last 
quarter of 1947, after a temporary relapse 
during the summer, progress was resumed with 
the same momentum as before. As can be 
seen in Table 2, the generalization made last 
year, that countries starting from low levels 
of production in relation to pre-war show the 
highest rates of improvement, continued to 
be valid during 1948. However, countries 
which already exceeded their pre-war level of 
production also showed increases during 1948 
of a size which, in pre-war years, occurred 
only in times of rapidly rising employment, 
during periods of recovery from economic 
depression. This, of course, was not the posi- 
tion in 1948 when, with the exception of Italy, 
Germany and Hungary, industry could not 
draw on reserves of unemployed labour. 


1A Survey of the Economic Situation and Prospects of 
Hurope, Research and Planning Division, Economic 
Commission for Europe, Geneva 1948. 


Table 2 


THE RATE OF PROGRESS 
Index numbers 


IN INDUSTRY 


1947 1948 
country (1938=100) | (1947=100) 

Bulgaria eat. tees | 145 117 
Е py i aiceire oars seen G 138 103 
Weighted average ... . 138 104 
Treland:art 530s IM: 116 118 
Denmarkis-.) Mies ales - 116 112 
United Kingdom ..... 108 112 
Могу оо 108 109 
И оо ово а 106 103 
Weighted average .... 108 112 
FET ANCOR ok err aso of 95 114 
Netherlands ....... 94 119 
Czechoslovakia ...... 87 117 
Я eee зе S 81 108 
Weighted average 90 114 
Greece he: ВИО ce и АЕ 71 109 
ОАО аа, tect at РВВ о 70а 128 
АО So) ax Mon ste De ote 485 154 
Germany: U.K./U.S. Zone 34 151 
Weighted average . ... 41 143 


Source. — The figures are derived from Table 1. 


a Adjusted roughly to the basis of 1938 output in the 
post-war territory. 


b Base of the index number : 1987. 


Changes in Productivity 


The movements in the level of industrial 
employment shown in Table 3 indicate that 
for a group of sixteen countries, excluding Ger- 
many, industrial employment in 1947 was 
already 11 per cent above 1938, while the 
increase in the following year was less than 
4 per cent. The year’s industrial progress was 
thus largely due to increases in output per man 
employed in industry. Tn Table 4 the changes 
in “the productivity of labour are estimated 
from the relationship of the index of industrial 
production and the index of industrial employ- 
ment (which refers to the same group of indus- 
tries as the production index). These estimates 
indicate that the increase in output per man 


was 5 per cent between 1946 and 1947, and 
9 per cent between 1947 an 48. In 1948, 


outside Germany (where productivity reached 
60 per cent of pre-war towards the end of 
the year), output per man in industry has, on 
the average, already approached the pre-war 


2 Ge 


Table 3 


THE LEVEL OF EMPLOYMENT IN INDUSTRY 


Index numbers based on 1938 and 1947 
Be me ee a a eee 


1938 = 100 1947 = 100 
1947 1948 
Country 
а Ita First | Second | Third | Fourth| First | Second} Third | Fourth 
quarter | quarter | quarter | quarter | quarter | quarter | quarter quarter 

Аа с с LOO 119 135 95 99 103 108 110 113 115а 117 
а А а eee 92 116 119 97 100 101 102 103 104 103 103 
Bulgarias о as 160 Be 85 104 115 +s > ss 7 xe 
Czechoslovakia® .... 89 98 103 97 98 100 105 104 104 105 106 
Беата 120 126 133 fe ag ic = ее ie 
Finland’). 5. sem. = 2 119 125 98 100 100 102 104 106 106 4 106 
ООО ое чо вес 974) 106 100 99 101 101 101 102 103 104 104 
Germany : U.K./U.S. Zoneé 764 85 95 96 99 102 105 108 110 113 ЕТ 
ао бета а Ба 894 | 105 112 93 98 103 107 103 103 107 114 
ireland ce. ое о 3 121 55 98 99 101 102 104 : 
Е оо о ee о 118 1154 97 103 5 97 97 97а 97 
Netherlands tke || 1105 122 134 95 97 100 103 107 109 1104 4 
МА оао o | 114 127 137 97 100 101 103 105 108 109 111 
Pollan dea. ve rs ator scogten top ati es 97 120 134 94 96 100 110 109 110 113 115 
Swe CLeMeueicae shee oma: са 122 122 123 101 100 99 100 100 101 100 102 
Эвана artes) |. 136 148 152 98 99 101 102 103 103 102 102 
United Kingdom 1034} 108 113 93 102 102 104 104 104 105 106 
Tora. of above countries : 

including Germany . 94 103 109 96 101 102 104 104 105 106 108 

excluding Germany . | 102 111 116 96 101 102 103 103 104 104 106 


Sources. — The index numbers for each country have been 
taken from official or semi-official sources supplemented by 
estimates of the Research and Planning Division, Economic 
Commission for Europe. For sources and details of estimation, 
see Appendix B. 

Nores. — In general, the indices include both wage and 
salary earners in manufacturing, mining and public utilities, 
but exclude wage and salary earners in the building industry. 
Wage earners only, however, are included in the data for 
Belgium, Denmark, Finland, Hungary, Italy, Norway, Poland, 
Sweden and Switzerland; and employers and managers are 
included in the figures for Czechoslovakia and the United 
Kingdom. In some instances, the data are based on employ- 
ment registration in only a limited sample of these industries. 
For details, see Appendix B. 

For those countries in which there have been territorial 


level,! though individual countries still show 
wide differences in productivity in relation 
to pre-war. 

The rise in the productivity of labour in 1948 
was thus considerably greater than in the 
previous year. This may be partly attributed 
to the improved flow of materials and fuels to 


1Tt must be remembered that in some countries 
working-hours have changed by comparison with pre- 
war. The most important case is France, where working- 
hours were abnormally low in 1938 and have since 
increased by up to 20 per cent, so that productivity 
per hour is substantially less than the figure in Table 4 
would indicate. 


changes since 1938, employment in the post-war territory has 
been related to 1938 employment in the pre-war area. 

Where the original eee of the index numbers was other 
than 1938, the figures have been adjusted to that, base year 
by means of the official pre-war index numbers. 

For the weights used in arriving at the combined index 
numbers, shown at the bottom of the table, and the methods 
of estimating those. weights, see Appendix В. 


а Provisional. 
b Base of the annual index numbers : 1987. 
с Excluding the Saar. 


4 Estimate. For details, see Appendix В. 


e The indices of the U.K./U.S. Zone have been given the 
weight of the three Western zones. See Appendix B. 


industry, the shortage of which restricted 
industrial activity in 1947. However, the rise 
in productivity of 9 per cent in the year was 
also well in excess of the annual rise in produc- 
tivity that can be expected in normal times ; 
on the basis of pre-war experience, the normal 
increase in productivity as a result of technical 
progress can only be put at 2 to 3 per cent. 
The fact that productivity showed such a 
substantial increase in 1948—despite the rela- 
tively high level of production in relation to 
pre-war that was already reached in the 
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Table 4 


THE LEVEL OF OUTPUT PER MAN IN INDUSTRY 
Index numbers based on 1938 and 1947 


1938= 100 = 
= 1947=100 

wey 1946 1947 1948 а 1948 а 
aan р ла ди 40 40 55 136 } 
ae ee ot ER es BEN 97 91 97 107 
ы хата at ae 91 115 126 
zechoslovakia 8. Sees te 89 99 11 
ИЕ И tae Sh oe eee ee 84 92 98 106 
a аа. м. SO. hee 89 101 115 114 
PANCOMeEeseT. Е ss Wee 81 90 99 110 
Germany: U.K./U.S. Zone... . 38 40 54 135 
[SRR Se соо ОР aes 54 86 107 110 
yee А: a Oa 97 96 106 110 
А: ТЕ ЗЕЕ. 53 69 76 110 
Оли ры И ВВ С al 77 84 108 
с ee ee 82 85 86 101 
Poland Witten а. Эко. 81 87 99 114 
Sweden De a ee 11 113 116 103 
United. Kingdom хе 97 100 108 108 
Tora of above countries : 

including Germany. ..... .- a7 81 88 109 

excluding Germany ...... 86 90 97 108 


sO ne Pee eee ee Ee 


i! а — The figures are derived from data in Tables 1 
mn . 


Мотез. — The index numbers for each country are the 
ratio of the index of industrial production and the index of 
employment in manufacturing industries, mining and public 
utilities. Total European indices are based on index numbers 
of output and employment in an identical group of countries. 


For those countries in which there have been territorial 


previous year—may be an indication that 
industrial production will continue to show 


rapid progrest not only until the pre-war 


level of output per man is regained, but 
until productivity in industry reaches the level 
atwhich it would stand if progress tad соп- 

rds, when industry has been able to put 


into effect the technical improvements which 
have accumulated during the war and which 
have not yet been fully exploited, industrial 
productivity is likely to exceed the pre-war 

er by 5 е normal 
increase that would have taken place had there 
ffeen no war. This appears to have been the 
case after the First World War when in a 
number of industrial countries the effects of the 
war were fully made up and the pre-war trend 
in productivity resumed by about 1924. If this 


changes, productivity in the post-war territory has been 
related to 1938 productivity in the pre-war area. 


а Provisional. 
b Base of the index numbers : 1937. 


‚с It has been assumed that employment in 1988 was no 
different than from in 1937, the base year of the employment 
index only. 


hypothesis is correct, then—given the conti- 
nuance of the conditions of full employment— 
the rate of progress experienced in 1948 may 
well continue for a further period of one or 
two years. 


Production in Individual Industries 


The production in the heavy industries—iron 
and steel, engineering and chemicals—conti- 
nued to rise in advance of general industrial 
production, as is evident from Chart 1. Exclud- 
ing Germany, the index for the metals and 
engineering industries rose by 15 per cent 
between 1947 and 1948, and the index for the 
chemical industries by 19 per cent, as is shown 
in Tables 5 and 6. Outside Germany, the pro- 
duction in these industries is now some 30 per 
cent above the pre-war level and well ahead of 
production in other industries. 


Chart 1 


OUTPUT ОЕ VARIOUS INDUSTRIES IN EUROPEAN COUNTRIES < 
Index numbers — 1938 = 100 


Including Germany Excluding Germany 


A — General Industrial Production С — Chemicals и. 
В — Metals and Engineering О — Textiles 


а The index numbers refer to all countries considered in Tables 1, 5, 6 and 10. : 


Notes to Tables 5 and 6 , 


Sources. — The index numbers for each country (with the а Provisional. 
exception of Belgium) have been taken from official or semi- b : я 
official sources, all of which are given in Appendix В. Including a weight for Luxemburg. 
Notes. — For those countries in which there have been c Base of the annual index numbers : 1937. 
territorial changes since 1938, production in the post-war : 
territory has been related to 1938 production in the pre-war аЕИтафе. For details, see Appendix В. 
area. 
Where the original base of the index numbers was other ¢ Excluding the Saar. 
eon Ss DE the Loic oe ear aioe eae base year The indices of the U.K./U.S. Zone have been given the 


; Е er weight of the three Western zones. See Appendix B. 

For the weights used in arriving at the combined index 
numbers, shown at the bottom of the table, and the methods 8 The base of the annual index numbers for Belgium”is 
of estimating those weights, see Appendix B. 1936-1938 ; for Czechoslovakia, 1937. 
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Table 5 


THE LEVEL OF PRODUCTION IN THE METALS AND ENGINEERING а 
Index numbers based on 1938 and 1947 


ры 1947 = 100 
Country 1947 
1946 | 1947 | 1948 « |} ees 
rst econd | Third | Fourth| First | Second | Third | F 
a quarter | quarter | quarter | quarter | quarter | quarter es cones 
Belgium 65 100 12 
Balan be Be о к eB 99 98 99 | 120 | 126 | 118 | 130 
Czechoslovakia с ь. 97 | 116 96 16 109 99 si ni 7 a 
Drenwiatic = Ped act Mie scales; S05) 1g) 11> | а 
Germany: U. K./U.S. Zone/ 114 122 109 113 
заза”. Ae 4 к т 63 | 106 | 101 | 130 | 141 | 149 | 209 | 265 
ae. ee eee г 96 95 | 128 | 131 | 160 | 10 ы- 
Netherlands 69 93 122 89 ‘OF $55 fd me г te В 
Norway. 
Polan Ae т ae 139 101 105 90 105 109 113 88 113 
Sweden 133 130 р. me iat ee 112 121 127 111 130 
United Kingdom. 109 | 122 | 139 | 88 al eed mete PST |G 
101 100 11 113 115 110 119 
Torta of above countries : 
including Germany. 64 75 91 88 104 99 109 116 121 118 133 
excluding Germany. . 94 lil 128 91 103 99 107 113 118 109 120 
Table 6 
THE LEVEL OF PRODUCTION IN THE CHEMICAL INDUSTRIES 
Index numbers based on 1938 and 1947 
a ее 
aX 1938 = 100 es 1947 = 100 
Country 1047 1948 
< 1946 1947 |1 
Sie First | Second| Third | Fourth | First | бесопа | Third | Fourth 
quarter | quarter | quarter | quarter quarter | quarter | quarter | quarter 
Belgium & 100 96 110 118 107 11 130 
Bulgaria : 106 104 116 ye = Es a 
Czechoslovakia =. 100 98 110 118 120 117 134 
Denmark . 86 98 112 108 109 104 123 
Егапсее . 109 96 98 118 126 111 112 
Germany: 0. к. JUS 8. Zone! 108 119 104 121 132 166 185 
Treland . 96 89 122 109 101 19 5 
Italy 108 113 109 96 112 125 119 
Netherlands 98 110 117 119 126 129 130 
Norway 103 97 99 88 106 109 91 
Poland . 97 99 114 134 146 146 166 
United Kingdom 102 100 112 116 114 110 121 
Тотаг, of above countries : 
including Germany 103 102 107 116 121 123 133 
excluding Germany 103 100 108 116 119 116 124 


For sources and notes to Tables 5 and 6, see opposite page. 
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The most im orta eature of the industrial 


history_of the year was undoubtedly the rise in 
steel production by 10% million tons or 28 per 


cent over 1947 which is shown in Table 7. 
The production of crude steel increased by 
about 80 per cent in Austria, Germany and the 
Netherlands; by more than one-third in 
Belgium-Luxemburg; by one-quarter in 
Frances and by one-sixth in the United King- 
dom. The greater part of the improvement 


occurred in the second half of the year, as a 
result of greatly enlarged coke exports from 
the Ruhr.! For 1949 it is planned to increase 
the output of steel by a further 16 per cent to 
55 million tons, which is above the average for 
the years 1936-1938. Production of pig-iron, 
which was previously lagging behind the pro- 


1 As a result of the re-activation of coking capacity, 
exports of coke from the Ruhr at 4.4 million tons in 
1948 were 78 per cent above 1947. 


Table 7 


PRODUCTION OF CRUDE STEEL AND CONSUMPTION OF FINISHED STEEL 
Millions of tons 


PRODUCTION OF CRUDE STEEL Ce ee ан 
Country 
1937 19388 1946 | 1947 1948 6 1938 1947 1948 6 
О tee Oe a oR eee ce ee ss ee 0.7 0.7 0.2 0.4 0.7 0.6 0.3 0.5 
Belgium-Luxemburg Seay 6.3 Sie 3.6 4.6 6.4 1.0 1.9 2.2 
Czechoslovakia, Gres ws a) 2.3 1.8 bers 2.3 2.7 1..5 2.0 2.4 
Етапсес. м. 7.9 6.2 4.7 6.4 8.5 4.8 6.2 7.6 
Germany 4 19.2 21.8 2.6 3.2 lel 19.5 3-6 6.4 
of which Western zones ......- 15.1 17.3 2.5 3.1 5.5 3.5 6.2 
зом ое. 1.2 1.4 0.1 0.1 0.2 an 0.1 0.2 
Hungary 0.7 0.6 0.4 0.6 0.7 0.5 0.5 0.6 
Italy . et eee eee 2.1 2.3 1.2 137 2.1 2.4 1.9 2.4 
ОН О а а зоо в — -- 0.1 0.2 0.3 ет oe lel 
Poland е 1.4 1.4 1072 1.6 1.9 1.1 1.6 Ч: 
Spain / tee RS eee ь: 0.2 0.6 0.6 0.5 0.5 0.6 0.6 0.5 
Ао За = fia hs. uci gb er @ oe il 1.0 132 1.2 1.2 1.2 2.0 2.0 
United Kingdom ae 13.2 10.6 12.9 12.9 15.1 9.6 11.6 13.5 
Other European countries & . 0.5 0-7 0.5 ТЕ 1.2 2.5 3.3 3.3 
Total Europe (excluding U.S.S.R. 8). 56 51 31 37 47 46 37 45 
UES SS oR eer oh ice a, eee oh Wea 18.0 12.08 13081 165005 
UES TAR ee cae 51.4 28.8 60.4 77.0 80.3 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations ; national statistics and 
publications of the British Iron and Steel Federation. For 
details, see Appendix B. 

Notes. — Crude steel production refers to the total pro- 
duction of steel ingots and direct castings including special 
alloyed steels, whether for use by the maker or for sale. 
Wrought (puddled) iron is excluded. Finished steel con- 
sumption includes the consumption of crude steel plus net 
imports of finished steel. Manufactures of steel are not 
included. 

a Apparent consumption; i. e., production of crude steel 
plus net imports of crude steel and net imports of finished 
steel in crude steel equivalents with no allowance for changes 
in stocks. 

Many estimates had to be made in order to arrive at the 
figures for consumption. The application of the same con- 
version factor (1.88) to express finished steel in its crude 
steel equivalent and the assumption made for the allocation 
of consumption to France and Germany (since no trade 
statistics are available for the Saar) are more or less arbitrary. 
The results, therefore, are tentative and merely indicate 
tendencies. For details, see Appendix B. 

_ > Provisional, based оп’ figures for less than the full year 
in most instances. 

¢ Including production and consumption of the Saar for 
post-war years, production of which amounted to 0.3, 0.7 


and 1.2 million tons for 1946, 1947 and 1948, respectively. 
Consumption of the Saar for 1946 is not available, but it 
amounted to 0.1 million tons for both 1947 and 1948. 

4 Post-war figures for the British Zone up to July 1947 
relate to firms employing 25 or more persons. From August 
1947, production of all firms employing 10 or more persons 
has been included. Post-war figures for the U.S. Zone 
included direct iron and steel castings and, beginning Sep- 
tember 1946, include output for use in integrated plants pre- 
viously not fully reported. 

Total production of crude steel in 1937 and 1938 and con- 
sumption of finished steel in 1938 relate to the pre-war 
boundaries of Germany. Crude steel production of the Saar, 
estimated to have been 2.4 and 2.6 million tons in 1937 and 
1938, respectively, and that of the ceded territories has been 
excluded from the totals for the post-war years. 

Crude steel production of the individual zones has been 
estimated for the pre-war years and for certain of the post- 
war years. Finished steel consumption has been estimated for 
the pe years for the whole of Germany and for certain 
of the individual zones. For details, see Appendix B. 

е The figures for 1937 and 1938 relate to the pre-war 
boundaries of Poland. Production of crude steel in the post- 
war area was estimated to have been 1.9 and 2.0 million tons 
in 1937 and 1938, respectively. For details, see Appendix В. 

7 Steel ingots only. 

8 Estimates. For details, see Appendix В. 


duction of steel, increased during the year by 
36 per cent and made the relationship of iron 
and steel production more normal.! At the 
same time the scrap situation became a great 
deal easier, mainly as a result of improved 
collection, especially in Germany. The pro- 
duction of iron ore, however, has fallen behind 
the production of pig-iron, largely because of 
delays in the mechanization of the Lorraine 


‚ 1 For more detailed figures on pig-iron and other 
industrial materials, see Statistical Appendix, which 
includes tables showing the production (and consumption) 
of twelve major commodities. 


mines. Although certain kinds of finished steel, 
mainly plates and sheets, continue to be scarce, 
the general shortage of steel may be overcome 
sooner than was expected. 

The consumption of finished steel—which 


is the best single indicator of the activity of the 


engineering industries—was, outside Germany, 
42 per_cent_above—pre-wer. Considering the 
production of major engineering products 
outside Germany, the biggest increases appear 
to have occurred in the production of agricul- 
tural and industrial machinery though no 
detailed information on these products is 


Table 8 


PRODUCTION OF COAL AND CONSUMPTION OF COAL AND COKE 
Millions of tons 


PRODUCTION OF COAL 


Country 

1987 1938 1946 

Belgium-Luxemburg 29.9 29.6 | 22.8 
Czechoslovakia. 16.8 15.8 14.2 
France с eas ee 44.3 46.5 55.1 
(Germany Фе. 13 186.0 | 187.8 | 57.8 
of which Western zones 139.1 135.8 55.3 
Soviet Zone 3.9 6.2 2.5 

Italy . : 1.0 1.5 We 
Netherlands . ee ee 5 14.3 13.5 Seo 
EGLO TAG ао = 36.2 38.1 47.3 
Spain Pe | 5-7 10.7 
Sweden / a ea ee 0.3 0.3 0.3 
United Kingdoms... . . . | 244.3 | 230.6 | 193.1 
Other European countries? . 5.2 5.5 5.7 


TotaL Europe 


(excluding U.S.S.R.) * 580.4 | 574.9 | 416.5 
U.S.S.R. # 122.6 | 132.9 | 159.5 
U.S.A. 451.2 | 358.0 | 539.3 


CONSUMPTION OF COAL AND COKE а 
1947 1948 6 1987 1938 1946 1947 1948 6 
—— 
24.4 26.7 33.6 30.1 26.3 29.9 30.9 
16.3 17.8 16.5 16.2 14.4 16.8 18.2 
55.7 56.0 71.9 66.5 62.0 68.4 68.4 
75.2 91.2 143.6 | 156.3 51.9 70.4 80.0 
72.5 88.4 aia 47.3 65.7 74.4 
ed 2.8 a Rie 4.6 4.7 5.6 
1.2 1.1 13.8 13.6 6.9 10.3 8.9 
10.1 11.0 13.8 13.2 10.8 13.3 13.7 
59.1 70.3 24.7 26.3 32.4 40.3 44.7 
10.5 10.5 6.0 6.5 10.4 10.6 10.8 
0.3 0.3 9.2 8.0 3.8 5.5 П.Е 
200.6 | 210.8 200.2 | 191.9 | 193.2 | 191.6 | 200.1 
6.7 7.0 Behar! 36.8 14.4 23.4 РВ 
460.1 | 502.5 570.6 | 565.4 | 426.5 | 480.5 | 511.1 
1787. 1203.5 
613.4 | 581.9 437.1 | 346.3 | 494.9 | 551.9 | 531.8 


о ОА ООО ee ООВ ОН ee А Eee 


Sources. — The figures have been taken from the Monthly 
Bulletin of Coal Statistics, Economic Commission for Europe, 
and the Monthly Bulletin of Statistics, United Nations. 


Nores. — Production data refer to net pithead production 
of hard coal (clean coal raised to the surface). Petroleum 
coke is not included in the consumption of coke. 


a Apparent consumption (including bunkers ; $.е. produc- 
tion of coal, plus net imports of coal and coke) (ton for ton) 
with no allowance for changes in stocks. 

b Provisional. 

с Including production and consumption of coal and coke 
in the Saar for post-war years. Production in the Saar 
amounted to 7.9, 10.5 and 12.6 million tons for 1946, 1947 
and 1948, respectively. 

4 The figures for 1937 and 1938 relate to the pre-war 
boundaries of Germany and include data for the Saar, produc- 


tion of which amounted to 13.4 and 14.5 million tons Ш 
1937 and 1938, respectively. Production and consumption 


of the individual zones have been estimated for certain 
years. For details, see Appendix В. 


e The figures for 1937 and 1938 relate to the pre-war 
boundaries of Poland. Production in the post-war area was 
estimated to have been 66.0 and 69.4 millions for 1937 and 
1938 respectively. For details, see Appendix B. 

+ Production data refer to hard coal equivalent of poor- 
quality brown coal. 

g Actual consumption (including bunkers). | In 1946 
the United Kingdom consumed 5.1 million tons of coal and 
coke from stocks, while in 1947 stocks increased by 7.9 
millions. In 1948 one million tons were drawn from stocks. 

h Post-war production has been estimated. For details, 
see Appendix B. 

i Brown coal, amounting to about 13 per cent of total 
production, is included in the pre-war figures. It is supposed 
that brown coal is included in the post-war figures where 
it would probably represent a higher proportion of the total 
production than it did for the pre-war years. 
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available ; shipbuilding was above pre-war, 
largely due to the production of the United 
Kingdom; the output of passenger motor- 
cars was one-sixth below pre-war and the 
output of commercial vehicles was four-fifths 
above pre-war. 


The most important contributory factor to 
the increase in steel and also general industrial 
production, was the relaxation of the general 
fuel shortage. The remarkable fact is that the 
far-reaching change in the European coal 
situation was the result of a comparatively 
moderate increase in coal production, and an 
even more modest increase in coal consump- 
tion. As is shown in Table 8, the production 
of hard coal in Europe only increased by 
42 million tons, or 9 per cent, while coal con- 
sumption, as a result of the fall in imports 
from the United States increased by only 6 per 
cent. Owing to improvements in coal utiliza- 
tion as well as the more favourable weather 
conditions in 1948, the coal requirements in 
1948 could be met, despite higher industrial 
needs. In the previous year, Europe’s fuel 
consumption was excessive in relation to 
‘industrial output, especially in Western Ger- 
many! whilst by 1948 the pre-war relationship 
between industrial production and fuel con- 
sumption had been restored. 


While the coal situation thus became much 
easier, the supply of electric power remained 
Sere nar ею TLS chortsbe of саван. 
The 10 per cent increase in production during 
the year was only slightly in excess of the 
normal pre-war increase in demand, and hardly 
contributed towards closing the gap between 
supply and requirements, caused by the inade- 
quate increase in capacity in the last ten years. 
In Germany, generating capacity is well below 
pre-war and may constitute a serious handicap 
to further increases in production. Outside 
Germany, production in 1948 was 59 per cent 
above pre-war, but even so the shortage of 


1 In the U.K./U.S. Zone of Germany, coal consumption 
in 1948 was only 13 per cent higher than in 1947, while 
industrial production increased by 50 per cent and steel 
production by 80 per cent. In_1947, however, the 
Western Zones of Germany consumed more than half 
the pre-war quantity of coal, while industrial production 
in general was only one-third, and the production of 
the heavy industries only one-fifth of the pre-war level. 


generating capacity necessitated the adoption 
of emergency measures to save electricity. Oil 
consumption was 44 per cent above pre-war 
outside Germany, and increased by 14 per 
cent in the year. Total energy consumption, 
taking into account coal, brown coal, hydro- 
electricity, oil and fuel wood, increased by 7 
per cent in 1948 and was (excluding Germany) 
14 per cent above pre-war. 

Building and construction activity has also 
increased substantially during the year, 
although, as far as can be seen, it is stili below 
the pre-war level. Indices of building activity 
exist for only a few countries and owing to the 
widely different ways in which building activity 
is measured, it is difficult to assess the position 
in this industry. The production of building 
materials, as shown in Table 9, has risen by 


Table 9 


THE LEVEL OF PRODUCTION 
IN THE BUILDING MATERIAL INDUSTRIES 


Index numbers — 1938 = 100 


Country | 1946 | 1947 | 1948 a 
Austria? ое cose 6 51 102 
ВОВЕ Voie a een 57 75 84 
Czechoslovakia® ... . 33 62 82 
Denmiarky. cia ohne 104 111 
Е И, carn: ue wees 78 90 5 
И а 78 95 113 
Germany : U.K./U.S. Zone 36 38 64 
Greece 8 о, р: 32 49 72 
аа 99 100 154 
[tally aie ees ae 87 79 86 
Netherlands ..7. .. . 55 71 95 
Вамаа ео 35 36 oe 
Swedent iy. sear seeeae 110 106 84 
United Kingdom. ... . 66 85 100 
Тотаг of above countries : 
including Germany. . 58 68 86 
excluding Germany . 67 81 95 
Sources. — The figures have been taken from national 
statistics. For details, see Appendix B. 
Notes. — Index numbers including all types of building 


materials have been taken whenever they appeared as such 
in the official statistics. For Czechoslovakia, Denmark, 
Finland, Rumania and Sweden, production of bricks only 
has been taken into account. 


а Provisional. 


» The base of the index numbers for Austria, Czecho- 
slovakia and Finland is 1987; for Belgium, 1936-19388 ; for 
Greece, 1939. 


‚с The indices of the U.K./U.S. Zone have been given the 
weight of the three Western zones. See Appendix B. 


| 
| 


вы a ites а, ty Dr Read “ WOR e к) четв et ane ь 


no less than 26 per cent during 1948, and is 
now 86 per cent of 1938. The greatest progress 
took place in the production of cement which, 
outside Germany, was 10 per cent above 
pre-war. 


Timber continues to be the most important 
limiting factor in building. The production of 
softwoods in Europe was slightly over, two- 
thirds of pre-war and the consumption of soft- 
woods somewhat less than two-thirds. In addi- 
tion, the available supplies are ill-distributed. 
Owing tothe shortage of coal during the war, some 
timber-producing countries have converted 
their resources to the production of fuel wood, 
and a reversion from this process has taken 
place only recently. At the same time, timber- 
consuming countries like the United Kingdom 


have substituted other commodities, such as 
steel, for timber which, in turn, has aggravated 
the shortage of steel. While the consumption 
in producing countries reached or passed 
its pre-war level, the consumption of the largest 
importer, the United Kingdom, is only 40 per 
cent of 1937, and this sets a limit to house- 
building in the United Kingdom at about 
200,000 dwellings as against 350,000 to 400,000 
before the war. 


Among consumer goods industries, index 
numbers of production are available for textiles 
only and are given in Table 10. The expansion 
of textile production in the course of the year 
was greater than the general expansion of 
production and therefore textile output to a 
small extent made up for the lack of progress 


Table 10 


THE LEVEL OF PRODUCTION IN THE TEXTILE INDUSTRIES 
Index numbers based on 1938 and 1947 


о EEE a 


1938 = 100 1947 = 100 
Country 1947 1948 
Е tases First | Second | Third | Fourth} First | Second | Third | Fourth 
quarter | quarter | quarter | quarter | quarter quarter | quarter | quarter 
Austria > . . 36 57 61 93 114 136 150 151 153 157 
Belgium У 117 139 122 101 102 95 102 94 90 80 86 
ВАА ох. 93 121 a 86 105 102 106 pu 38 
Czechoslovakia ... . о 60 “te 94 104 89 114 128 131 114 142 
Denmark . ee Vee 96¢] 108 129 98 95 96 111 120 126 105 127 
ори Gogo yes Ge es 68 89 103 96 107 90 108 115 122 101 125 
Germany : U.K./U.S. Zone® 16 25 47 70 100 113 117 140 152 215 246 
Treland . BS Sie, ins Ps 120 134 146 87 104 97 112 109 109 196 Fi 
Italy . is Tye Oe 55 с wid, 75 87 107 106 100 92 93 95 106 
Netherlands =... 55 87 103 87 97 102 114 117 118 115 125 
INGIWAY. tors. 8 Ss 86 108 123 99 106 88 107 116 124 94 123 
оао: вере. 5. > 79 97 128 91 90 101 119 124 126 130 150 
Sweden? . co. ae 127 127 136 98 103 98 101 106 107 103 110 
United Kingdom. . .- - - 74 79 94 85 102 102 113 118 119 113 126 
‘ | 
f above countries : 
ae Germany. - 60 72 86 89 103 99 110 114 117 113 130 
excluding Germany. - 71 85 97 90 


Sources. — The index numbers for each country (with the 


i f Belgium) have been taken from official or semi- 
Sct coirecs: ail of нь are given in Appendix В. 


1938, the figures have been a j 
к. of the и Nees index numbers. 


For the weights use 


numbers, shown at the bottom of the table, and the methods 
of estimating those weights, see Appendix B. 

a Provisional, based on figures for less than the full year or 
less than the full quarter in most instances. 

b Base of the annual index numbers : 1937. 

с Estimate. For details, see Appendix В. 


d Excluding the Saar. 
e The indices of the U.K./U.S. Zone have been given the 
weight of the three Western zones. See Appendix B. 


t Including ready-made clothing. 
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in previous years and slightly restored its posi- 
tion in relation to other industries. The pro- 
duction in Western Germany almost doubled, 
but was still at less than half the pre-war 
level. Production outside Germany, despite 
the rise during the year, is still below pre-war 
owing to the low output of a few major produ- 
cers such as Czechoslovakia, Italy and the 
United Kingdom. In Belgium, where produc- 
tion in 1947 was 40 per cent above pre-war, 


production fell as a result of the deflationary 
tendencies which developed in the course of the 
year. The same was true of Italy though to a 
lesser extent. These are the first known 
instances since the war of a fall in production 
in a major industry caused by a fall in demand 
rather than a scarcity of resources. 

The available information on industrial pro- 
duction is summarized in Table 11. It shows 
clearly that, outside Germany, the investment 


Table 11 


SUMMARY OF INDICATORS OF PRODUCTION IN EUROPE 2 
Indew numbers based on 1938 and 1947 


INCLUDING GERMANY 
1938 = 100 


ExcLuDING GERMANY 
1938 = 100 


|1947= 100 [1947 =100 


1946 | 1947 | 1948 | 1948 


1946 | 1947 | 1948 | 1948 


Item 
Industrial production 72 
Metals and pars 64 
Chemicals 71 
Textiles 60 
Building materials. 58 
Agricultural production 78 
Railway transport (goods loaded) . 
Coal: production. . 72 
consumption 75 
Oil consumption. . о 
Electric energy production 109 
Total energy consumption 8. 
Tron ore production 56 
Pig iron production 52 
Crude steel production . 60 
Finished steel consumption . 
Merchant ships (tons launched) . ke 
Motor vehicles: passenger cars . 36 
commercial vehicles 120 
Cotton yarn production. 65 
Wool yarn production ; 71 
Rayon filament yarn production . 74 
Rubber consumption . 73 
Sawn softwood : production 65 
consumption . 63 
Cement production 62 


96 116 88 100 113 113 
91 122 94 111 128 115 
99 123 98 113 135 119 
86 119 71 85 97 113 
86 126 67 81 95 117 
85 112 80 80 90 113 
95 102 115 113 

87 109 91 97 103 106 
90 106 90 99 104 106 
131 113 es 127 144 114 
129 110 137 146 159 109 
98 108 106 114 107 
78 124 57 66 80 121 
87 137 84 102 131 128 
91 128 95 111 135 122 
97 122 122 142 116 
87 113 se 97 109 113 
68 132 Lt 65 84 128 
162 123 141 154 182 118 
84 116 70 76 85 113 
94 111 86 103 112 109 
114 117 99 129 141 109 
133 132 94 130 159 122 
68 102 67 68 70 102 
61 106 69 60 65 108 
86 123 84 95 110 116 


Sources. — The figures are derived from data in Tables 1, 5 to 10, 14, 15, and 16 in Chapter I and Tables I to XII 


in Appendix С. 
a Excluding the U.S.S.R. 


5 Including consumption of coal, brown coal, oil, hydro-electric energy and fuelwood (converted to coal equivalent) 


и 


goods industries—metals, engineering, chemi- 
cals and building materials—have expanded 
tion. So far, this no more than compensates 
for the fall in German production, but with 
the rapid recovery of Germany’s heavy indus- 
tries, there is likely to be a shift to heavy 


industries in Europe as a whole. The table 
also shows that the newer industries like elec- 


tricity, rayon and rubber, iC 
high rate of expansion Mm pré-wa ‚ ure 
all significantly above pre-war, while re 


difficulties in restoring the output of the older 
industries, such as cotton and wool, $0 its 


pre-war level. 
— 


Industrial Production in the U.S.S.R. 


In the Union of Soviet Socialist Republics, 
the index of gross industrial production, having 
risen by 22 per cent from 1946 to 1947, rose 
by 27 per cent between 1947 and 1948, and 
exceeded the 1940 level by 18 per cent. Pro- 
gress in the third year of the Five-year Plan 
was thus greater than in the second. The 
quarterly index of production in the Soviet 
Union is given on a different basis from index 
numbers for other European countries, since 
the figures are based on a comparison of pro- 
duction between corresponding quarters of 
successive years. It is possible, however, on 
the basis of additional information, to connect 
these index numbers and estimates made on 
this basis, in addition to the original index 
numbers, are shown below. 

It appears that in the course of 1946 re- 
covery was relatively slow because of the diffi- 
culties in conversion to peace-time production 
and the failure of the harvest, but that after 
the first quarter of 1947 there was rapid pro- 
gress and at the end of the year output exceeded 
the pre-war level. Contrary to the normal 


Quarterly Movements of Industrial Production in 


the U.S.S.R. 
(Corresponding 
period of (Estimated 
previous production 
year = 100) 1940 = 100) 
ee, a 
1947 1948 1946 1947 1948 
First quarter. . . . 112 132 72 58) 107 
Second quarter. .. 118 124 75 89 110 
Third quarter ... 126 123 Ce Oy wae 
Fourth quarter. . . 130 1294 80 105 135 
De ote hee 2 eel 76 93 118 


‚а Тре figures for the fourth quarter of 1948 have been 
estimated, taking the index for the year as the weighted 
average of the quarterly index numbers. 


experience in the winter months, there was a 
further rise in output in the first quarter of 
1948. Progress continued to be rapid and in 
the last quarter of 1948 the average level of 
industrial production of 1940 appears to have 
been exceeded by one-third. 


Index numbers of the production of many 
commodities have been officially published 
since 1946 and it is possible to link some of 
these to production in 1940, as is shown in 
Table 12. Production of coal, including brown 
coal, was one-quarter above pre-war in 1948 
and production of electricity one-third above 
pre-war, whilst the production of iron and steel 
almost reached the pre-war level. Within 
engineering products there may have been a 
switch from railway rolling-stock to lighter 
vehicles and to machinery. The production 
of consumer goods had just reached pre-war 
in some cases and was below it in others. It 
is interesting to observe that, between 1940 
and 1946, the production of coal had fallen 
very much less than general industrial pro- 
duction, whilst in the last two years coal 
production rose by 30 per cent as against 
the 55 per cent rise in general production. 
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Table 12 
SUMMARY OF INDICATORS OF PRODUCTION IN THE 0.5.5.8. 
Index numbers — 1940 = 100 


Item 1946 1947 1948 

Gross industrial production 76 93 118 
Coal and brown coal (ton for ton) . 96 108 123 
Ol eae et oe ees 70 83 94 
Electricity ес, 97 112 130 
Pig iron : 69 79 96 
Crude steel. ..... 69 75 96 
Rolled-steel products ....... 70 80 102 
Motor vehicles (number) . . 82 107 161 
* Machinery and instruments а 108 154 
Cottonpia TICS с и ее 49 65 81 
*Felled timber. . . ых 4A 107 
Cement? Ss. aceite Bet Ieee 59 83 114 
*Building materials. . т 130 
* Artificial fertilizers 45 62 88 
Leather shoes (number) .... . 45 64 78 


Sources. — The index of gross industrial production and the relationship between data for 1946, 1947 and 1948 are 
based on information contained in official Soviet sources. The relationship between pre-war and post-war data, however, 


is derived from statements in Soviet publications. For details, see Appendix B. 


Items marked with an asterisk (*) 


are taken directly from ministerial announcements. For production of commodities оп 1945 base in connection with 


plan fulfilment, see Chapter 8. 


a Excluding transportation equipment, electrical machinery and machine tools. 


2. AGRICULTURAL PRODUCTION 


From the point of view of living standards, 


the improvement in the. agricultural produc- 


tion of Europe with the 1948 harvest was even 
more significant than the improvement in 
industrial production—though agricultural pro- 
duction as a whole is still appreciably below 
pre-war. With the harvest of 1947, the recovery 
of agricultural production suffered a severe 
setback as a consequence of the drought in 
most European countries. However, in the 
following year Europe, like the world as a 
whole, was blessed with a favourable season. 
As is shown in Table 13, the production of 
bread grains in Europe (excluding the U.S.S.R.) 
increased by no less than 19 million tons or 
47 per cent. The potato crop increased by 


24 per cent, sugar beet production by 43 per cent 
and the production of both coarse grain and 
edible pulse by 13 per cent. The most remark- 
able improvement occurred in France, where 
the production of bread grains more than 
doubled and nearly reached the pre-war level. 

Index-numbers of agricultural production 
based on pre-war world prices are given in 
Table 14. They show that, by the agricultural 
year 1946/47, European production had reco- 
vered to 78 per cent of the pre-war average 
and that the figure was only slightly lower in 
1947/48. The reduction in Europe’s agri- 
cultural production would have been consi- 
derably greater in that year but for the fact 
that a number of war-devastated countries, 
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Table 13 


PRODUCTION OF MAJOR AGRICULTURAL 
COMMODITIES IN EUROPEAN COUNTRIES2 


Millions of tons 


2 1934-193 
Commodity average |1946/47 | 1947/48 | 1948/49 > 

Bread grains . . __ 65 49 39 58 
Coarse grains. . 60 40 45 52 

Total grains . 125 89 84 110 
Potatoes .... 134 100 107 133 
Sugar (raw value) 6.6 5.3 4.6 6.6 
Edible pulses. . | 2.0 5 1.5 1-9 
К | 107 76 71 50 
ое. 5 12.9 Uat! 7.8 
о 2.4 1.5 Я 
Butters... . Li т 0.9 
Cheese... . 1.4 0.9 0.9 
Fish . 4.6 4.6 5.0 

Sources. — The figures have been taken from Foreign 


Agriculture Circular, Office of Foreign Agricultural Relations, 
United States Department of Agriculture ; The State of Food 
and Agriculture 1948, Food and Agriculture Organization of 
the United Nations ; and Yearbook of Food and Agriculture 
1947, Food and Agriculture Organization of the United 
Nations. 

Notes. — АП figures relate to post-war territory and to 
the crop year July-June. 


a Excluding the U.S.S.R. 
b Provisional, based on crop estimates. 


= + Dressed carcass weight, excluding poultry but including 
offals. 


such as Hungary, Poland and Rumania, suc- 
ceeded in coming much nearer to their pre-war 
production than in the previous year, in spite 
of unfavourable weather conditions. In 1947/48, 
only Sweden, Turkey and the United Kingdom 
had an output above the pre-war average, 
and in five countries—Czechoslovakia, Ger- 
many, Hungary, Poland and Yugoslavia— 
production was only two-thirds of pre-war or 
less. Provisional figures for 1948/49 show an 
overall improvement of 12 per cent and the 
disparities in relation to pre-war production 
among the individual countries are less marked 
than in earlier years. But the overall index, 
at_85_per_cent_of pre-war, shows thatthe 
recove i is sti iously behind 
the reco industry. Although the weather 


was more favourable, the 1948 grain harvest 
was still some 12 per cent below pre-war. The 
livestock position remained serious, and the 
consequences of slaughtering a large number 


of animals during the drought of the previous 
year were felt during 1948. Milk production 
rose slightly, but meat production was some- 
what lower, and the output of livestock pro- 
duce in general remained around two-thirds of 
pre-war. The restoration of livestock numbers 
to pre-war levels, which is a condition of the 
restoration of pre-war standards of food con- 


Table 14 
THE LEVEL 
OF AGRICULTURAL PRODUCTION 
Index numbers — 1934-1938 = 100 


Country 1946/47 1947/48 1948/49 
Ааа ее 80 72 80 
то аа в 73 71 70 
Вира в. 67 71 7 
Czechoslovakia . . 80 62 80 
Denmark... =). 94 76 100 
(Panland: eng eae 72 71 80 
PrAaneews. 2a eae 83 75 85 
Germany? .... 64 61 70 
Стебве- 2..1 78 90 80 
FIN aT Voge ee 57 67 85 
О а а 97 91 Por 
АЕ ЗИ Баре 86 86 90 
Netherlands ... 88 85 90 
INOIWay 5 ee 95 86 95 
Poland’ 2-6) ure 46 59 70 
Rortugals yer. ee Oa 95 95 
RUmMania on see 59 80 а 
Spall Ot aoe СЕ 90 85 90 
Sweden tf.) р 103 103 105 
Switzerland. ... 113 98 100 
Parkey co. os We ous 101 123 125 
United Kingdo . 102 103 115 
Yugoslavia... .- 56 69 5 
Total Europe : © 

including Germany 78 76 85 
excluding Germany 80 80 90 


eee ee aaa 


Sources. — The index numbers for 1946/47 and 1947/48 
have been taken from an unpublished study ag tes by the 
Food and Agriculture Organization of the nited Nations. 
The figures are provisional and are subject to revision. 

The 1948/49 index numbers are rough estimates and are 

based mainly on crop estimates for grains and for potatoes. 


Мотез. — In many instances, the indices given in the 
table differ considerably from those published by individual 
countries. Where this difference does occur, it can be attri- 
buted mainly to variation in methods of calculation. For 
details of methods and estimation, see Appendix B. 

The index numbers refer to the crop year July-June. 


a Four zones. 
b Base of the index numbers: 1930-1934. 


с Excluding the U.S.S.R. 


Не 


sumption, will necessarily take a number of 
years. 

In the Soviet Union, agricultural production 
improved greatly in 1947 by comparison with 
1946, which was a year of severe drought, and 
yields of grain per hectare returned to their 
pre-war level. In 1948, the area under grain 
was further expanded and appears to have 
been only slightly below pre-war. There was, 
moreover, a further improvement in yield per 
hectare, which was reported to be higher than 
pre-war in spite of adverse weather conditions 
in most of the Volga region. Official reports 
estimate total production at more than 115 mil- 


lion tons, which is about 4 per cent below 
the 1940 crop. There was also a substantial 
increase in the production of cotton and other 
industrial crops partly as a result of the resto- 
ration of incentives to produce them which 
followed the monetary reform. Livestock num- 
bers also increased, especially in the case of 
pigs, and it was reported that by the end of 
1948 the number of cattle; sheep and goats 
was restored to the 1940 1еуе].1 With the 
further improvement in the supply of tractors 
and draught animals, there was a further 
increase in the acreage sown with winter wheat 
for 1949. 


3. TRANSPORT 


The volume of goods carried on European 
railways outside Germany had already reached 
its pre-war level by 1947 and in 1948 there 
was a further rise of 13 per cent, equal to the 
relative increase in industrial and agricultural 
production in the same period. Throughout 1947 
and 1948, the volume of goods carried on rail- 
ways has maintained its pre-war relationship 
to industrial production. However, the volume 
of goods traffic, measured in ton-kilometres, 
has expanded sharply since the war and it 
has been estimated that, in 1947, the average 
length of haul was 27 per cent above 1938 as 
can be seen in Table 15. Because the average 
load per wagon was considerably larger than 


in 1938, the railways have been able to move’ 


the increased traffic despite the fact that far 
fewer wagons were available for use than 
before the war. During 1948 there was no 
noticeable change in the average length of 
haul or in the average load per wagon, although 
both were expected to fall with the gradual 
return to more normal conditions. The equip- 
ment of Europe’s railways has, however, 
improved considerably during the year and the 
time required for the turn-round of wagons 
in most countries, notably in Germany, was 
greatly reduced as a result of improved operat- 
ing methods and the reconstruction of marshal- 
ling yards. At the same time, the number of 
wagons and locomotives awaiting repair fell 
appreciably and the number of both wagons 


and locomotives available for use increased 
correspondingly, although, owing to extensive 
scrapping, there was no increase in total num- 
bers. With further increases in the number 
of lorries available, the volume of road trans- 
port similarly increased considerably in the 
past year. 


Inland water transport has recovered sub- 
stantially, particularly on the Rhine and also 
on the Danube. The volume of traffic on the 
Rhine increased by 60 per cent as compared 
with 1947, although it was still appreciably 
less than one-half the pre-war volume. Ocean 
freight traffic has also increased as a result 
of the higher volume of overseas trade. The 
recovery in port activity was substantial in 
Poland and Germany, where production rose 
rapidly, and also in the Netherlands, which is 
dependent on German transit traffic. Traffic 
through Belgian ports had, however, diminished 
in the summer of 1948 as a general symptom 
of the changing economic conditions of Bel- 
gium. The volume of traffic in the great con- 
tinental ports was still extremely low in rela- 
tion to pre-war and reached only about one- 
half the pre-war, level in Belgium, France 
and Poland, and about one-quarter in Western 
Germany and the Netherlands. 


1 In last year’s SurvEY (р. 153), pre-war livestock 
figures referred to 1938. Since then, figures for 1940 which 
are used here have become available. It should be 
noted that they are somewhat lower than those for 1938. 
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Table 15 


FREIGHT TRANSPORT BY RAILWAY 


Thousands of tons, millions of ton-kilometres and index numbers — 1938 = 100 


Е En & оо: О АНА 


(000$ CARRIED 


GOODS TRAFFIC AVERAGE LENGTH OF HAUL 
1938 Index b 1938 Ч 
Country : numbers 95 Index numbers Index 
ae (1938=100) (Milligan (1938= 100) (1938100) 
tons) | 1946 | 1947, | 1948 4||kilometres)) 1946 | 1947 | 1948а| 1946 | 1947 | 1948 а 
bar во si | a5 | aos | sus) ot | ane | iat | nia | aa | aie 
$ ве ‚ о 
р 3 ; ae 5,500 128 154 179 i я и те г. ie Ft he 
zechoslovakia 73,764 78 88 102 20 19 29 18 

Denmark. 5,100 177 с 173 154 oe и № ae = rn se? 
Finland 13,320| 106 | 114 | 116 ie a 4 _ 5 и es 
France @ . on. . ie |432.288 95 106 126 26,520 122 140 155 128 132 123 
Germany : French Zone4 В 8, 556¢ 28 41 57 GE 2 a 
Greece 1,599 ae 31¢ 31 210 12 28 с 28 а 90 90 
Hungary 20,088 47 82 108 2,616 52 98 129 lll 120 119 
Ireland xs es 383 158 144 141 55 
Italy 46,572 62 76 80 11,137 76 108 ¢ 3 123 142 
Luxemburg goes ii? 164 с 404 49 84 139 54 51 — 
Netherlands 14,587 92 111 128 2,040 94 114 157 102 103 123 
Norway е. 4,166 116 128 128 780 120 139 158 103 109 123 
Poland aie a 22,368 87 103 123 = 3 ae 
Portugal . 3,888 146 132 135 as р ee an 
Spain / 26,496 102 107 85 as ok я Бе Aes a ae 
Sweden 8 41,204 110 107 113 5,020 164 163 174 149 152 154 
Switzerland 13,872 122 131 139 1,538 106 115 oe 87 88 a 
SEMPER у sik aces). 3,226 256 269 309 965 261 290 255 102 108 83 
United Kingdom h 258,400 102 100 106 26,160 129 126 134 126 126 126 
TotTaL of above coun- 

ее > 36.382 95 с 102 115 128,353 102 le ley 131 
ToratL of countries for 

which both goods 

carried and ton-kilo- 

metres are known 680,078 93 с 100 113 93,158 113 127 145 122 127 128 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations, and national statistics. 
For details, see Appendix B. 

Мотез. — Unless otherwise specified, the data refer to 
main lines traffic. The figures for Belgium, Czechoslovakia, 
Denmark, France, Norway and Switzerland include data for 
State railways only. 

For those countries in which there have been territorial 
changes since 1938, freight transport in the post-war territory 
has been related to 1938 freight transport in the pre-war area. 

а Provisional. 

b Quantities and index numbers refer to 1937. 


In the Soviet Union, the volume of goods 
loaded on the railways increased by 19 per 
cent, inland water transport by 29 per cent, 
ocean freight transport by 11 per cent and 
road freight transport by 23 per cent over 
1947. The expansion in the volume of goods 
transported was therefore rather less than the 


с Estimate. For details, see Appendix В. 

d Excluding the Saar. 

e Excluding the transport of Swedish minerals across | 
northern Norway. 

! Tonnage and index numbers refer to 1942. 


g All traffic is included. Ton-kilometres are estimates 
based on data for State railways only. 


h Excluding Northern Ireland. 


i The totals in each section of the table do not always refer 
to the same countries but include only those countries for 
which data are shown. 


increase in industrial production. However, 
the volume of railway traffic measured in ton- 
kilometres expanded by 27 per cent and 
exceeded the volume of traffic in 1940. The 
volume of road transport was about one-half 
above 1940. 
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4. Tue GEOGRAPHICAL DISTRIBUTION OF INDUSTRY 


To assess the changes in the relative position 
of the different European countries, and the 
position of Europe in the world economy, 
estimates have been made of the net value of 
the commodity output of European countries 
in terms of pre-war dollars and these are shown 
in Table 16. The net value of the output of 
industry in 1938 (mining, power production 
and manufacturing, including handicrafts but 
excluding building) and the average net value 
of agricultural production for the years 1934- 
1938 have been estimated.1 The estimates 
have been extended to post-war years by apply- 
ing the index-numbers of industrial and agri- 
cultural production. The figures are thus 
necessarily subject to margins of error, with 
regard to both comparisons between countries 
and movements from year to year. It should 
be borne in mind in particular that, in the 
case of industry, general index numbers of 
production may not give an accurate repre- 
sentation of the movement of the net value 
of output ; and that, in the case of agriculture, 
output expressed in pre-war world prices may 
move differently from output valued in domes- 
tic prices.? 

The estimates show that the total value of 
commodity production in Europe incré 


some ERR Baer erate ty TT $5,000 million in pre-war prices between 
1947 and t it was still $5,000 mil- 


lion or 11 per cent lower than in 1938. Exclud- 
ing Germany, however, the value of output 
of commodities in 1948 was $2,000 million 


1 For details of sources and methods of estimation, 
see Appendix B. 


2 The estimates given in Table 16 differ from the 
corresponding estimates of the value of pre-war produc- 
tion shown in Table 17 of last year’s Survey. The differ- 
ences are partly due to changes in definition, and partly 
to a revision of the estimates relating to industry. All 
figures in the present table relate to net output, excluding 
depreciation, whereas last year’s figures were gross of 
depreciation. The figures for agriculture in the present 
estimate exclude forestry and fishing, which, however, 
are included in the total output of commodities. Simi- 
larly, the figures relating to industry exclude building 
and construction, which, however, are also included in 
estimates relating to total output of commodities. New 
estimates have been made of the value of industrial 
production in 1938 which are based on the methods 
set out in Appendix B. 


or 7 per cent higher than in 1938. Two-thirds 
of this increase above pre-war represents the 
increase in the output of the United Kingdom, 
which amounted to $1,350 million. The remain- 
der was made up by small increases over pre- 
war in most other countries, except some of 
the war damaged countries of Eastern Europe, 
which, however almost reached their pre-war 
output after the inclusion of Silesia. Average 
commodity output per head of Europe’s popu- 
lation at $101 was 11 per cent lower in 1948 
than in 1938. Outside Germany, however, com- 
modity output per head in 1947 was almost 
at the 1938 level, and by 1948 had risen 7 per 
cent above it. 


Table 16 shows also that there is a close con- 
nection between output per head and the geo- 
Taphica ition of countries, with the British 
Isles and_the ndinavian countries at one 


end of the scale, and countries of ern and 
Еазбеги Burope at the other end. The follow- 


ing summary figures illustrate these differences 
and also the changes that have taken place in 
the last ten years : 


Net Value of Commodity Production Per Head of 
Population in Dollars of 1938 Purchasing Power 

1938 1947 1948 
North-Western. Europe ...... 179. 181 19 
Western, Europe) 2. 0s) eee 142 132 146 
Central and North-Eastern Europe. 77 72 88 
Southern and South-Eastern Europe 53 46 50 


Total Europe excluding Germany 97 94 104 
GOL an yty оков ролей Soe ee 189 70 90 
Total Europe including Germany 113 907) 101 


European countries fall into four groups 
with distinct differences in commodity out- 
put per head. Before the war, commodity 
output per head of* population was around 
180 dollars of 1938 purchasing power in North- 
Western Europe and Germany, 140 dollars in 
Western Continental Europe, around 80 dollars 
in Central and North-Eastern Europe, and 
about 50 dollars in Southern and South- 
Eastern Europe. Except for the change in 
the case of Germany (whose commodity out- 
put per head is now below the European 
average), the war has caused little change in 
the relative position of the various groups. 


и 


Table 16 


NET VALUE OF COMMODITY PRODUCTION 
Millions of dollars in 1938 prices 


AGRICULTURE INDUSTRY TotaL CoMMODITIES ComMODITY OUTPUT 


Country Ree PER HEAD (Dollars) 
1934-1938) 1947/48 | 1948/49 || 1938 1947 1948 1938 1947 1948 1938 | 1947 | 1948 
North-Western Europe 
Denmark... - .. . 239 182 239 324 645 751 || 167 | 156 | 179 
рН ts = co 186 169 190 125 343 395 || 115 | 115 | 131 
Norway 5 Ogre ee 77 66 73 219 442 471 || 133 | 141 | 148 
Sweden о 258 266 271 771 1,604 | 1,637 || 203 | 236 | 237 
United Kingdom . . . 732 754 842 || 6,696 8,996 | 10,024 || 182 | 181 | 200 


Western Europe 


Belgium-Luxemburg . 273 194 191 830 1,244 | 1,356 || 147 143 154 
EPR Gee Mls canes: © 1,955 1,466 1,662 3,155 5,123 | 5,799 136 124 139 
Netherlands ..... 321 273 289 665 1,040 | 1,214 || 132 108 124 
Swisgeriand <<. .-7 171 168 171 536 1,066 | 1,071 || 185 234 233 
Central and North-Eastern) 
Europe 

ОНИ SPW sh coe 2 -. 203 146 162 400 370 508 || 101 53 73 
Czechoslovakia® ... 466 289 373 875 1,180 | 1,415 || 103 97 115 
Е "2. 2S ee 126 89 101 137 379 442 || 108 97 110 
PIAL fee ts 305 204 259 241 446 540 63 48 59 
и. 1,164 687 815 711 1,638 | 2,086 62 70 87 


South and South-Eastern 


Europe 
Oe ae 191 136 191 65 240 313 || 43 34 44 
Е а ке. ee 1,100 946 990 || 1,798 2,517 | 2,679 71 55 58 
Lire. an 444 355 465 234 575 715 38 35 45 
Other countries ... 1,683 1,484 | 1,537 || 1,395 3,498 | 3,646 36 37 38 


Total Europe, 
excluding Germany . 9,894 7,874 | 8,821 ||19,177 


Germany it. -< кис - 2,587 1,227 | 1,408 || 9,066 


31,346 | 35,062 97 94 | 104 
4,664 | 6,067 || 189 70 90 


ee) 


Total Europe, 


including Germany . | 12,481 9,101 | 10,229 || 28,243 36,010 | 41,129 || 113 90 | 101 


United States?. ... 5,580 7,870 | 7,980 || 21,500 46,490 | 47,740 || 225 | 323 | 331 


Source. — Research and Planning Division, Economic Commission for Europe. For gent Appendix B. . 

Мотез. — Industry is comprised of manufacturing and handicrafts, mining and power production. “Total commodities 
include forestry, fishing and building in addition to agriculture and industry. ; 

a The pre-war data for industry refer to 1937 but are expressed in 1938 prices. 


The table shows that the increased output per highest_and the lowest group have thus tended 

head was concentrated among the North- to become _even reater in the last ten years, 

Western and the Central and North-Eastern and in 1948 commodity production per head 

countries; output per head in the Southern among the countries of North-Western Europe 

group shows a slight fall. The differences in was about tour tinres-as tien as tr the Soutien 
r head between countries in the and South-Eastern countries. 


НОЕ 


Table 17 


THE GEOGRAPHIC DISTRIBUTION OF INDUSTRY IN EUROPE 
Pre-war totals = 100 


See eee an | ee eT = a am 
Net Оотрот | ENERGY TRON AND STEEL || FINISHED STEEL Basic TEXTILES 
Country oF INDUSTRY CONSUMPTION MAKING CONSUMPTION | 
1938 | 1947 | 1948 || 1938 | 1947 | 1948 || 1938 | 1947 | 1948 || 1938 | 1947 | 1948 || 1988 | 1947 1948 
| И Г i] | 

Austria . ees: 124 On 7 ele lee sOle leo ВОВ 3 И died 1.0 Оо 
Belgium-Luxemburg 2.9| 3.1). 3:4) 4.2] 4.3) 4.5] 7.9) 9.0) 12.1) 2.2) аа о Ga 
viewer SMEG 57 0.2 0.3! 0.4 0.21 0.4... — 0.27 "0.2 O24 OF2)7 О 1 а а а 
Czechoslovakia . 3.1) 2.7) 3.2 3.4) 4.2) 4.5) 8.4) 4.4|15.0| 3.2 43 521 ЗВ 2 
Denmark 11! 1.3 1.50.91 0.85 0.8 == О. O21 Фо: а а а 
Finland . O36) 50.6) О 0.80.2 07 0.21 0.210. 0.01 о а а 
France 11-2) 10.6! 12201) 1127) 119/429) 19.1! 12.71 16.41) 10.3. 133110521 IS ale ed 
Germany 32.1) 11.0 14.6|| 29.2) 15.3) 17.2]| 42.8] 6.2] 11.21 42.0] 7.71 13.8|| 27.5) 7.0] 10.3 
Hungary 0.9 0.8} 0.91 0.7 0.7 0.8 Е a A i § LB oil Sis ур 0 Be 

Ireland . 0.4 (0:5 Об R Oa Фа 2. -— — — |! 0.20.1 0.2 а а а 
Italy 5) 6:4 5.2. 5:53:81 40 36 эт. boo) ead 5.2) 3:41 “ADV? Sel 
Netherlands . 24 229) 22.62. e253 Sei Ор Oa OFG 2.4) (2.4 3.71.29 Зе 

Norway . 0.8! 0.8} 0.9 1.31.5 ТТ О 0 92 05030 а “ a 
Poland 2.5) 2.6) 3.3 21 5.81102 28: 3 3.5 254 Sab 3.7 ae 3.0) 425 
Rumania OFS) LOLS Ose О.В ve 0551 "0.4005 05 os: ay a a a 
вебе. te re ox 2.7 3.8 3.91 22.2128 3.0 Е И 2. ба. 42d 1.8] 2.0} 2.0 
United Kingdom . 23.7| 26.6) 28.71) 27.7) 28.6) 30.71). 20.71. 24.9] 29.21) 20.7), 95.01 29.11) 24. 4) 23 Si 256 
Other European countries | 6.9 8.9} 9.2| 65.8 5.6 1.5) 2.0) 2261) 3659 61 9943 03 

Total Europe 

(excluding U.S.S.R.) |100.0] 81.3) 93.2)|100.0) 91.0) 97.8)|100.0| 71.0) 90.8!|100.0| 78.8) 96.7||100.0| 84.1] 90.9 


Source. — Research and Planning Division, Economic Com- 
mission for Europe. 


Nores. — “ Energy consumption ”’ includes coal, brown 
coal and lignite, oil, hydro-electricity and fuelwood ion 
verted to coal equivalent) “ iron and steel making” includes 
pig-iron, crude steel and finished steel production ; ‘basic 


Changes in the geographical structure of 
European industry since the war are set out 
in more detail in Table 17, which, in addition 
to the percentage distribution of total industrial 
output, shows the percentage distribution of 
iron and steel and textile production and of 
finished steel and total energy consumption. 
All the data are expressed as percentages of 
the corresponding European total for 1938. 


The most significant change in each case is 
the fall in the relative share of Germany in 
European production. In iron and steel mak- 
ing, German production fell from 43 to 11 per 
cent of the 1938 total, in finished steel consump- 
tion from 42 to 14 per cent, and in textile pro- 
duction from 28 to 10 per cent. 

In iron and steel making, the increase in 


production in other European countries made 
up for rather more than two-thirds of the fall 


textiles ’ include cotton, wool, rayon yarn production and 
consumption. 

For details of methods of computation and clarification 
of discrepancies between this table and other tables in this 
chapter, see Appendix B. 


а Included in “ Other European countries ”. 


in German production. The major part of this 
was accounted for by the United Kingdom 
and Belgium. In textiles—an industry in which 
Germany was less important—the fall in Ger- 
man output amounted to one-sixth of the 
European total of which one-half was replaced 
by other countries. In contrast with metals, 
the United Kingdom replaced Germany to 
only a minor extent, and in so far as German 
output was made good by other European 
countries, the increase in production was 
shared fairly evenly by the smaller producers. 


The most important changes have not, how- 
ever, occurred inside Europe, but in the posi- 
tion of Europe in relation to the rest of the 
world. This is illustrated by the comparison 
of the changes that have taken place in indus- 
trial production in Europe and the United 
States, which are shown in Table 18. Whereas 
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Table 18 
PRODUCTION IN THE U.S.A. IN RELATION TO EUROPEAN PRODUCTION 
Europe, cacluding the U.S.S.R. = 100 
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Industrial production. ......, 
Metals and engineering 
Chemicals 

Agricultural production . 


Coal production 


Electric energy production 


Iron ore production 


Crude steel production 


Merchant ships (tons launched) 
Motor vehicles: passenger cars 


commercial vehicles... . 


Cotton yarn production. ......... 


Wool yarn production 
Rayon filament yarn production 


Rubber consumption ......-...... 


Sawn softwood production 


Cement production. ...-.--+-++++-, 
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Total energy consumption’ ........ 
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Pre-war 4 1947 1948 
ит 76 151 | 135 
ли 86 212 | 179 
51 | 141 | 116 
he COP 49 105 | 92 
ae = 45 | 86 | 72 
ыы 8 авт, сб 
В 339 | 542 | 520 
ee oe 98 | . 162 162 
io ae 122 | 170 
А 114 237 200 
wie 91 | 207 157 
аз 101 | 208 | 171 
ад: Toke | 9: itl 6 
Me een! 260 896 742 
see el 249 481 437 
вы 83 146 | 123 
И 30 | 61 56 
„О 66 158 156 
М ae 151 | 309 224 
мя 100 | 151 147 
ая 46 | 103 92 


Sources. — The 8 are derived from data in Tables 1, 
5 to 6, 10, 14 and 17 in Chapter I and Tables I to ХИ in 
Appendix C. 


4 0.8. production in 1937 related to jon in Eur 
(excluding the U.S.S.B.) т 1988, with рт яя of р 
softwood where both figures relate to 1987, and of oil, 


before the war the industrial output of Europe 
was one-thir rge ; 


в in 1948 Ц was scarcely even less than 
Considering a longer period, Europe’s share in 
the manufacturing production of the world has 
Oi Ba Serer 
in the period 1925-1929 and 35 per cent in 
1937. In 1947 it was only about 22 per cent, 
and in 1948 about 25 per cent. 

In Table 18, the changes in the relative pro- 
duction of Europe and the United States are 
shown in more detail for various branches of 


activity. It can be seen that, while the United 


States roughly doubled her production in rela- 
tion to Europe between 1938 and 1947, there 
was a considerable improvement in Europe’s 


к ships and motor vehicles where both figures relate 

6 Including consumption of coal, brown coal, oil, hydro- 
a energy and fuelwood (converted to hard coal equi- 
valent). 


relative position between 1947 and 1948 due 
to the relatively greater increase in European 
production in this period : industrial production 
in the United States increased by 3 per cent 
and in Europe by 16 per cent. In the United 
States—and similarly in Sweden and other 
countries where progress was comparatively 
uninterrupted during the past ten years and 
where productivity in consequence is sub- 
stantially above pre-war—output per man thus 
appears to be rising at only the moderate rates 
typical of normal times. In Europe, on the 
other hand, productivity appears to be rising 
at unusually high rates as the effects of the 
war are overcome and conditions of production 
begin to reflect the technical advances of the 
intermediate years. 


Chapter 2 


THE PROGRESS TOWARDS INTERNAL EQUILIBRIUM 


Though inflationary pressure is still a serious 
problem in some European countries, the 
general development of internal financial con- 
ditions during the past year has, in most coun- 
tries, been characterized by marked progress 
towards more stable conditions. This general 
statement, which, of course, needs much modi- 


fication when individual countries are con- 
sidered, is supported by such evidence as is 
available on the movement of prices and wages, 
on monetary developments and on changes in 
public finance, as well as by the develop- 
ments in foreign trade which are discussed 
in a later chapter. 


1. MOVEMENTS OF PRICES AND WAGES 


In most European countries the level of 
prices, as measured by wholesale price indices, 
continued to rise during 1948, although at 
a definitely slower расе than in the preceding 
year. Apart from France and Greece, where 
active inflation has continued, the rate of 
increase during 1948 was in most countries 
around 2 to 5 per cent as against 10 to 20 per 
cent during the previous year. It also appears 
from the quarterly figures given in Table 19 
that the price level was becoming increasingly 
stabilized in the course of the year. 


Apart from internal inflationary pressures, 
one of the factors responsible for the rise in 


the price level has been the continued tise, 
for a number of years, in world market prices 
of raw_materials, as typified by price move- 
ments in the United States. А comparison 
of the European and the United States price 


indices given at the bottom of Table 19 suggests 
that the general trend of European prices 


% 


since the end of 1946 has not been dissimilar 
to the movement of prices in the United States, 
and the slight fall in prices which occurred in 
the United States in the second half of 1948 
is also reflected in the movement of wholesale 
prices in a number of European countries. 


While in the case of food and feeding-stuffs 
the internal prices of most European countries 
are fixed irrespective of prices abroad, move- 
ments in the prices of mineral raw materials 
and such agricultural products as cotton and 
wool, which are not produced extensively in 
Europe, have a direct and immediate effect on 
price and cost structures in European countries. 
This appears, moreover, to be reflected in the 
movement of Europe’s import prices, which, 
as shown in Chapter 5, has corresponded fairly 
closely to the movement of United States 
prices (although Europe’s export prices have 
risen considerably more than corresponding 
prices in the United States). 


tiga 


Se haan 


5 — 


Table 19 


THE DEVELOPMENT OF WHOLESALE PRICES IN EUROPEAN COUNTRIES 
AND IN THE U.S.A. 


Index numbers based on 1938 and percentages 


м 


GENERAL 
AC cael ooo earns QUARTERLY PERCENTAGE INCREASE 
Country (1938= 100) as 
т. I.1946- | 1.1947- | 1.1948- : - - 
aes | 71049 | 1.1947 | [1948 | 11949 IV 1048 | VIL pas Moar : | ee 
Austria a 965 367 13 с 148 20 1 —2 18 
Belgium . - 285 404 14 19 5 9 -- Е 
Czechoslovakia . 278 3384 13 3 5e — 3 = ry 
Denmark . < 182 234 10 8 8 2 4 = 1 
Finland 539 954 17 42 6 5 4 Se —2 
France 479 | 1,947 81 69 33 6 9 11 3 
Greece 15,300 | 29,320 20 8 42 23 6 1 3 12 
Hungary? . 530:| 629 67 17 = 5 4 —5 1 A 
Treland 200 2304 3 14 ale = —1 — —1/ 
Е об, in 2,669 5,767 41 43 7 —2 —2 п 1 
Netherlands * 236 2914 13 4 4е — — 2 21 
Norway . 167 182 2 5 1 1 1 —1 1 
Poland! . 9,500™ 13,300” 15 a —1 1 —Р 
Portugal . 99-1 3404), — |--8 ge ЧЕ 4 1 gt 
Spain 9 325 4684 24 10 бе — 2 3 4 — 
Sweden 167 195 5 6 5 3 1 1 — 
Switzerland’ . 200 214 1 7 = = = —1 — 
ку ие =,» 447 4924а| —3 3 10¢ 11 —8 1 67 
United Kingdom . 170 218 5 17 4 3 1 —1 1 
United States 135 204 33 17 —3 —2 4 —2 —2 
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Sources. — The figures are derived from the Monthly 
Bulletin of Statistics, United Nations, and from national 
statistics. 

а Cost of living in Vienna. Base of the index numbers : 
March 1938. 

b April 1946. 

с April 1946-January 1947. 

d December 1948. 

e January-December 1948. 

t October-December 1948. 

g Average 1946 to average 1947, 


Available statistics on the movement_of 
wages during recent _years_leave ше aa 
impression of a damping-down of the inflation- 
ary process. As is shown in Table 20, wages 
in industry rose from 1947 to 1948 in all 
countries for which information is available, 
but in most cases the relative increase was 
considerably smaller than in the preceding 


year. Apart from Austria, where the increase 
was part of a deliberate adjustment of prices 


h Base of the index numbers : August 1939. 

i August 1946. 

7 August 1946-January 1947. 

k Base of the index numbers: July 1938-June 1939. 

| Retail prices of unrationed goods and services, Warsaw. 
m Average 1946. 

n September 1948. 

o January-September 1948. 

p July-September 1948. 

q Base of the index numbers : 1936. 


and wages, Finland, France and Italy were 
the only countries in which wages rose substan- 
agiiqina Loivathar7ec witriese elieamueanass in 
the wage level was only about 5 per cent 
which was in most cases less than the increase 
in industrial productivity during the year, 
as can be seen by comparison with Table 4. 
An important exception is Sweden, where 
wages rose by about 8 per cent while the 
rise in productivity was only 3 per cent. 


а 


Table 20 


THE LEVEL OF AVERAGE HOURLY EARNINGS IN INDUSTRY 
Index numbers based on 1938 and percentages 


INDEX NUMBERS 


PERCENTAGE INCREASE 


(1938 = 100) 
Country 8rd и: spy eee 
1006 sat! Bg Ба 8rd quarter 
1947 1948 
` Belgium? . 300 350 17 

Bulgaria 8. 662 731 ts 10 sate 
Czechoslovakia с 304 313 317 3 1 
Denmark 178 185 200 4 8 
Germany : 

United States Zone 118 123 138 4 12 

British Zone . 7 a 

Soviet Zone . 56 2 as ne Bl 
Ireland 4. м 136 161 170 18 6 
INetherlandsic™ ane se ese 193 206 213 7 3 
Norway . 166 184 п 
Spain . 183 199 fs 9 ee 
Sweden . 164 190 206 16 8 
Switzerland с ; 164 175 183 A 5 
United Kingdom . 191 209 220 9 5 
AUStriawee: cee: ee a oes ales 93 164 274 76 67 
Finland . 635 890 1165 40 31 
France 455 635 1015 40 60 
Italy ¢ 1,761 4,056 5,223 130 29 


Sources. — The index numbers have been derived from 
data in national statistics. For details, see Appendix B. 


Nore. — The indices for each country indicate the level 
of average hourly earnings in manufacturing, mining and 
public utilities and, in some instances, in the building industry 
and transport. For the most part, the figures refer to the third 
quarter of each year. For details, see Appendix B. 


a Base of the index numbers : 1936-1938. 
1946 are estimates. See Appendix B. 


b Daily wages. 

с Wage rates. The base of the index numbers for Czecho- 
slovakia is March 1939 ; for the Netherlands, 1938-1939 ; for 
Switzerland, the first half of 1939. 


4 The figures for 1947 and 1948 refer to weekly earnings, 


The figures for 


2. THE MONETARY POSITION 


In order to assess the extent to which 
inflation is still active in the economies of 
European countries, it is not sufficient to 
consider actual movements in prices and 
wages. А relative stability in the price level 
is not, in itself, an adequate indication that 
inflationary pressure has been overcome. А 
rise in prices, on the other hand, may, in certain 
circumstances, be the consequence of a delibe- 
rate adaptation of the price level to costs, or to 
the general monetary situation, and thus be 
a Symptom of progress towards internal equi- 
librium, rather than a symptom of inflation. 

As described in last year’s SuRvVEY, the 
basic disequilibrium, which is at the root of 


inflationary tendencies in whatever form they 
appear, is that expenditures on capital account 
(1.е., government [oan expenditure, ate 
capital outlay, and additions to stocks) are 
excessive in relation to the amount of saving 
that is forthcoming with a given price and 
income structure. The different forms in which 
inflation appears depend on the way in which 
this gap between expenditures on capital 
account and spontaneous savings is closed. 
In countries of suppressed inflation, where 
the stability of the price structure is preserved 
by an extensive system of controls, the gap 
is closed through a limitation of actual expen- 
diture by means of rationing and allocation 
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inflation, tends фо’ 


measures. In countries of open inflation 
where prices are free to soar, the gap is closed 
through the enforced change in the distribu- 
tion of income brought about by the rise in 
prices. 


A prolonged peri i j ’ pressure, 


whether it results in open or in suppressed 

enerate in- 
tain that pressure, even after the basic factors 
that were originally responsible for the infla- 
tion (for example, excessive expenditure con- 
nected with the war or its aftermath) have 
ceased to operate. In the case of suppressed 
inflation, the inflationary period leaves behind 
a legacy in large accumulation of 
liquid funds in the hands of the public, which 
are more in the nature of pent-up consumers’ 
demand waiting to be expended at a favourable 
opportunity than of genuine savings, and which 
tend to raise potential consumers’ expenditures 
well above the normal level in relation to 


incomes. In the case of an_open_ inflation, 
the legacy of inflation is the lack of con- 
деть ино о tha: our- 
rency which leads to the speculative hoarding 


of stocks in the expectation of rising prices, 
and thereby increases the pressure on prices. 


The problem of restoring conditions of mone- 
tary stability in the various countries after 
the war involved, therefore, something more 
than a mere cessation of the deficit spending 
which originally gave rise to inflationary 
conditions ; it was necessary to overcome, in 
addition, the legacies which the deficit spending 
of the past had left behind. Countries which 
suffered from open inflation were faced with 
the further problem of avoiding a deflationary 
crisis following upon the re-establishment of 
confidence in the future of the currency and 
the resulting dis-hoarding of speculative stocks 
which were previously accumulated. 


In addition to the efforts to restore budgetary 
stability—in which, as will be shown below, 
most countries made notable progress in the 
past year—the different countries of Hurope 
relied on three distinct methods for the 
re-establishment of monetary stability. _ т 
countries whe i 


funds reache | 2. oportions, 


liquid 


the method followed _was the cancellation of 
money by means of monetary reform or the 
reduction of its value by means of a deli- 
berate increase in the price and wage level. 
The monetary reforms carried out in the Soviet 
Union in December 1947 and in the various 
occupation zones of Germany in the summer 
of 1948 and the policy of trebling the price 
and wage level initiated in Austria in 1947 
are examples of this. In other European 
countries which showed symptoms of sup- 
pressed inflation, but where the accumula- 
tion of liquid funds had not reached the same 
dimensions, reliance was placed on the enforced 
adjustment of the relationship between savings 
and investment, by the adoption of either or 
both_of two policies : the policy of budgeting 
for а surplus of government revenue over 
expenditure (as for example in Denmark, 
Sweden and the United Kingdom), or the 
policy of curtailing investment either __by 
restrictin ublic investment (as in Norway 
and to some extent in the United Kingdom), 
or through ti i i = 
ment as was th n. Finally, 
countries which experienced open _ inflation 
attempted to deal with the problem of specula- 
tive investments in stocks through quantitative 
limitations on bank credit (as in Belgium, 
Italy and France). 


The Monetary Reforms in the Soviet Union 
and Germany 


The monetary reform of the Union of Soviet 
Socialist Republics of December 1947 involved 
a levy on all accumulated holdings of cash, 
bank deposits and State bonds, amounting to 
90 per cent for all cash in circulation and smaller 
ratios for other types of assets (varying be- 
tween 66.6 per cent for most bond holdings 
to total exemption for savings bank accounts 
below 3,000 roubles). The reform was timed 
to coincide with a considerable improvement 
in supplies of consumers’ goods, both food- 
stuffs and manufactures, and was combined 
with the simultaneous and complete abolition 
of rationing and of the multiple price system 
which had been introduced during the war. 
Under that system the basic rations were 
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sold at low prices, while additional supplies 
could be bought at considerably higher prices 
in the State commercial shops and in the col- 
lective farm bazaars. 


The new unified prices introduced by 
the monetary reform were, in the case of 
staple foodstuffs, fixed at, or just below, 
the level of the previous prices for rationed 
goods, whilst in the case of manufactured 
goods they were fixed at a higher level 
than the rationed prices but much lower than 
the “free” prices which existed under the 
multiple price system before the reform. Since 
its introduction, further reductions in the level 
of prices have been effected.! 


The fact that the monetary reform took place 
at a time when real income was rapidly rising 
made it possible to introduce important modi- 
fications in the pattern of income distribution 
without reducing the real income of any impor- 
tant group of the population. Thus, although 
it was the rural population that was most 
adversely affected by the monetary reform 
itself, because, during the war, the surplus 
purchasing power had mostly accumulated 
in their hands, they were, in terms of real 
income, no worse off but probably somewhat 
better off as a result of the reform. The fall 
in the prices of agricultural products in the 
collective farm bazaars was roughly compen- 
sated by the corresponding decrease in the 
prices of manufactured consumers’ goods, 
while the prices for the produce delivered to 
the State remained unchanged. The most 
important consequence of the reform for the 
urban population was the relative increase in 
the real income of skilled workers and higher- 
paid employees who previously spent an 
appreciable part of their income on expensive 
unrationed goods and now benefited from the 
unification of the price system. This differen- 
tiation of real wages—as well as the abolition 
of rationing—had a considerable effect on 
incentives and labour productivity, and was 
undoubtedly an important factor in the remark- 
able increase in production achieved in 1948. 


1 The latest of these, announced on 28 February 
1949, covered all important consumers’ goods, both 
foodstuffs and manufactures, the price reductions ranging 
from 10 to 20 per cent or more. 


The restoration of the regulating functions 
of money earnings was coupled with a stricter 
application of cost-accounting in enterprises. 
Following the reform, an upward revision of 
wholesale prices in the basic industries and of 
transport charges was carried out in order to 
make them conform to actual costs of produc- 
tion, and thus to obviate the need for State 
subsidies. At the same time, continual stress 
is laid on the necessity for reducing production 
costs in order to increase the profits of State 
enterprises on the basis of fixed prices. Thus, 
money and prices have again become essential 
regulating factors in economic life. 


The monetary reforms carried out in Ger- 
many in June 1948 also had spectacular effects 
in the form of rapid increases in production. 
The main features of these reforms were very 
similar to those of the Soviet monetary reform, 
except that bank deposits and bonds as well 
as cash in circulation were generally re- 
valued at the ratio of 10 to 1 in Western 
Germany. The immediate effect was that 
commodities which had hitherto been hoarded 
appeared for sale. As a result, wage-earners 
could again buy a wide range of commodities 
out of their earnings, and this greatly increased 
incentives to work. 


Following the monetary reform, the greater 
part of the elaborate and only partially 
effective system of allocations and price con- 
trols in Western Germany was abolished, and 
the general level of prices increased steadily 
up to the end of the year. This rise in prices 
may, on the whole, be regarded as a necessary 
adaptation of price-cost relations to the current 
levels of money incomes and productivity. 
However, it could not be said that the problems 
incidental to the change-over from a con- 
trolled to a more liberal system of economy in 
the Western Zones of Germany have yet been 
satisfactorily solved. The co-existence of a 
largely uncontrolled economic system and of 
conditions of low real income make a highly 
restrictive credit and taxation policy necessary 
if inflation is to be avoided ; and this restric- 
tive policy may well prove incompatible 
with the maintenance of anything like a full 
utilization of resources. 
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The currency reform and the abolition of 
price controls in Western Germany brought 
about a shift in the distribution of income 
in favour of profits, mainly in the sphere of 
commerce. While this shift in relative incomes 
helped to increase savings, it also had the effect 
of directing an undue proportion of current 
investment into commerce, catering and other 
service industries, and to the construction 
of private houses—all of which are fields which 
have a comparatively low priority from the 
point of view of the economy as a whole. 
While prior to the monetary reform a dispro- 
portionate part of available building materials 
found its way through black-market channels 
into the hands of the agricultural population, 
at the present time these highly scarce invest- 
ment resources appear to be equally mis- 
directed to luxury investments in the towns. 


The Policy of “ Disinflation ” 


The policy of so-called ‘‘ disinflation’’ pur- 
sued by some of the countries which suffered 
from suppressed inflation has not had such 
spectacular effects as the monetary reforms 
in the Soviet Union, Germany or Austria ; 
nor has it been associated with sudden or far- 
reaching shifts in the distribution of real 
income between the different social groups of 
the community. It has led, however, to a 
marked relaxation in the pressure of excessive 
demand, which is evident in the gradual 
relaxation of rationi (of which the ending 
of clothes rationing in the United Kingdom 
is one example) and also in the trend of 
expenditure on those non-essential and un- 
rationed goods or services which, under typical 
conditions of suppressed inflation, meet a 
heavy demand from surplus buying power 
in the hands of the consumer. Table 21 shows 
the changes that have taken place in expendi- 
ture on entertainments in Denmark, in retail 
sales of non-essential goods in Sweden, and in 
passenger traffic during the holiday months 


in the United Kingdom. Although no hard- 


and-fast conclusions can be drawn from such 
scattered information, the figures clearly point 
towards a relaxation of buying pressure in 
these fields. 


Table 21 


RELATIVE CHANGES IN THE SALES OF 
NON-ESSENTIAL CONSUMERS’ GOODS AND 


SERVICES 
Percentage increase 
Country and item 
1946-1947 | 1947-1948 
Denmark : 
Tax receipts from cinemas, 
theatres and other enter- 
tainments : 
January-March ... . Ae i 
April: оперы: eee a 6 
July-September ... . 124 —3 
October-December . . . 5 —7 
Sweden :Ъ 
> 
Turnover in private retai!” 
trade (current prices) : 
All branches... . ... 10 7 


of which: 
Fruits and confectionery . . 
Furs and leather goods . . 2 
Jewellery and watches . 1 
Musical and art objects, an- 
tiques and flowers. .... 1 
Photographic equipment . 2 


United Kingdom : 
Number of railway journeys 
by passengers : 


eal vets eet ee ee naar —7 —10 
POPES 2 в обо зас —8 —10 
Sources. — Vareomsaetningen ned Udlandet ; Oversikt боет 


det ekonomiska liget 1946-1949, Meddelanden fran Konjunktur- 
institutet, Serie B:9, р. 35; Transport Statistics, British 
Transport Commission ; and Monthly Digest of Statistics, His 
Majesty’s Stationery Office, London. 


a August-September. 


b The percentage increase 1947 to 1948 refers to the 
first 9 months of each year. 


It must of course be borne in mind that, 
since the war, inflationary pressure has been 
considerably relieved by the deficits in the 
balance of payments of most Kuropean coun- 
tries. To the extent that the various countries 
succeeded in 1948 in achieving a closer balance 
in their foreign accounts by restricting imports 
or expanding exports, their efforts to achieve 
internal equilibrium needed to be much more 
severe if they were to be effective. This may 
partly explain why not all countries suffering 
from suppressed inflation have so far suc- 
ceeded in reducing inflationary pressure. In 
Czechoslovakia and also perhaps in Norway, 
the available evidence (which is discussed 
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later in this chapter) seems to indicate that 
inflationary pressure has not receded during 
the past year. Czechoslovakia has recently 
introduced a multiple price system (similar 
to the one prevailing in the Soviet Union 
before the monetary reform) with the object 
of alleviating the problem of surplus pur- 
chasing power. 


Deflationary Symptoms 


While the rise in the price level continued 
in 1948 (though at a more moderate rate) in 
some of the countries of open inflation, in others 
inflation was definitely halted and was suc- 
ceeded by distinct deflationary symptoms. 
This was the case in Italy, where the inflation, 
which carried prices to over sixty times the 
pre-war level, was halted_in 


and was followed by а period of falling prices 
during which wholesale prices fell by some 


20 per cent. In the course of this period, there 
was a marked setback in economic activity ; 
unemployment, which had persisted on a large 
scale even during the period of inflation, 
became more severe, and production in a 
number of industries showed a downward 
trend. The turn in the monetary situation 
appears to have been largely caused Бу the 
restrictions on bank credit introduced in the 
Summer of 1947, which put an end to the 
speculative hoarding of commodities which was 
largely financed by bank credit. Though 
deficit spending by the Government continued, 
and the monetary circulation continued to 
rise, the restrictions on bank credit were 
sufficient to bring about some liquidation of 
stocks of commodities (or at least to put an 
end to further increases in stocks), thereby 
setting in motion a cumulative process of 
falling prices, mainly through the effect on 
price expectations. This, in turn, caused a 
falling-off of long-term investment activity 
and led to general symptoms of depression 
throughout the economic system. The Italian 
experience thus provides a striking example 
of how easily and inflation can be 
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far enough for expectations of future prices 


to_become yolatile. In the course of 1948, 


the position became more stable and a consi- 


derable revival of exports improved the level 
of industrial production, though it did not in 
any way solve the basic problem of chronic 
unemployment. 

Deflationary symptoms have also manifested 
themselves in the past year in Belgium. There 
was а notabte-setback in the consumers’ goods 
industries, and unemployment reached con- 
siderable dimensions towards the end of 1948. 
It appears to have been mainly caused by the 
erowing effects of the restrictive credit policy 
initiated by the Government in 1946, the 
purpose of which was to improve the trade 
balance by reducing internal prices to a level 
more in line with the external value of the 
currency. Although this policy seems to have 
been ineffective in reducing prices (wholesale 
prices rose by some 20 per cent in the course 
of 1947 and by a further 9 per cent in the first 
half of 1948), exports have been steadily 
increasing. However, the restriction of long- 
term investment activity induced by the policy | 
of credit restrictions seems to have more than 
offset the rise in exports and caused a marked 
falling-off in consumers’ demand. 

In_France, the rise in th j el con- 
tinued in 1948, although a number of important. 
changes occurred in the basic situation which 
foreshadowed an early end of the inflation. In 
the first place an unprecedented fiscal effort, 
particularly in the form of direct taxation and 
also in economies in government expenditure, 
made it possible to keep the monetary circula- 
tion stable despite the rising level of wages 
and prices. In the latter half of 1948, credit 
restrictions (similar to those introduced in 
Italy in the previous year) discouraged spe- 
culative investment. Favourable weather 
conditions led to an abundant harvest compar- 
able with that of the best pre-war years. 
Finally, a change in the price structure, which 
led to a substantial increase in the prices of 
industrial products in relation to agricultural 
prices, compelled the farmers to offer a higher 
proportion of their produce for sale, and raised 
profits in large-scale industry where they did 
not affect consumption ; thus a reduced pro- 
pensity to consume by the urban population 
was combined with an increased supply of | 
goods available for consumption. 
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In the past year there were two distinct 
periods of price inflation in France. The first 
occurred in January and February 1948 as a 
result of the increase in wages and the adjust- 
ment of industrial prices which had been 
decided upon at the end of the previous year. 
From March to June, retail prices remained 
virtually stable, but in the third quarter of 
the year official agricultural prices were raised 
and there followed a new series of wage in- 
creases. In the last quarter of the year, prices 
again remained stable in spite of the strikes in 
the coal mines which caused a certain fall in 
industrial production in November. Towards 
the end of the year, the effects of the good 
harvest on the level of agricultural prices were 
increasingly felt and a more pronounced series 
of price reductions followed in the early part 
of 1949. This, combined with other factors, 
contributed to renewed confidence in the 
currency, which was further strengthened by 
the success of the new long-term public loan. 
So far there is no indication that the change 
in the price and monetary situation will 
develop into a general deflationary movement 
of the type normally associated with the 
ending of open inflations. 


Movements in Currency Circulation 


In last year’s SuRVEY, the monetary situa- 
tion of the different countries was analysed in 
terms of the relative movements in the real 
value of cash holdings, which was defined as 
the ratio of currency in circulation to retail 
prices. As was indicated above, the-existence 
of a bj e of liquidity (i.e., of a large 
increase in the real value of cash holdings as 
compared with pre-war) is characteristic_of 
coyntrie uppressed inflation, where 
the currency circulation necessarily increases 


far more than the level of prices. For coun- 


tries under_open inflation, the opposite is 
symptomatic : the real value of cash holdings 


tends to fall with the reduced confidence in 
the cu . The rise in the real value of 
cash holdings is not, of course, in all cases a 
sufficient indication of the presence of infla- 
tionary pressure, since real incomes may have 
risen, or there may have been, in some coun- 


tries, a genuine increase in liquidity preference 
as a result, for example, of a change in the 
distribution of income in favour of the agri- 
cultural population, which traditionally holds 
a relatively large part of its assets in liquid 
form. 


On the whole, the movement in the real 
value of cash holdings in 1948 (shown in 
Table 22) confirms the tendencies described 
in last year’s SuRVEY. In a few countries, 
inflationary pressure seems to have continued 
with undiminished strength. This appears to 
have been the case in Czechoslovakia and 
Norway, where the real value of the monetary 
circulation is almost three times as high as 
before the war and has shown a rising, rather 
than a falling, tendency during 1948. In most 
of the other countries, however, where the real 
value of cash holdings may be regarded as 
abnormally high, the pressure iqui- 
dity a inished ; this is even 
more true than would appear from the figures, 
which take no account of the rise in real 
incomes in the past year. 


Among the countries where the state of 
liquidity was abnormally low, there have been 
notable increases in the cases of Hungary and 
Poland. The increase in the real value of cash 
holdings from 1947 to 1948 amounted to 45 
per cent in Hungary and 30 per cent in Poland. 
At the same time, real income rose by about 
20 per cent in Hungary and 25 per cent in 
Poland. The return of money circulation to 
a more normal level is therefore not only due 
to the increase in production, but also reflects 
a growing confidence in the currency in these 
countries, where there were severe price infla- 
tions in the past, but where the price level has 
now been fairly stable for some time. In 
Italy (as was already described above) the 
trend of prices was reversed towards the end 
of 1947 despite the fact that the State continued 
to resort to the Central Bank and that the 
note circulation continued to rise. In France, 
on the other hand, the currency circulation 
was kept fairly stable in the past year, while 
the rise in prices continued with a substantial, 


1 Of. Table 16, Chapter 1. 
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Table 22 


THE LEVEL OF CURRENCY CIRCULATION, 
RETAIL PRICES AND THE REAL VALUE OF CASH HOLDINGS 


Index numbers — 1938 = 100 


Quarterly averages 


CURRENCY CIRCULATION RETAIL PRICES =a cae eee 
Country Fourth quarter Fourth quarter Fourth quarter 
1946 1947 1948 1946 1947 1948 1946 1947 1948 
Могжау в. capi ee: 402 432 451 160 157 157 251 275 287 
Czechoslovakia?. .. . 545 719 908 339 316 323 161 228 281 
Denmark® ...... 341 345 336 159 164 169 214 210 199 
Sweden nates: © 20s & 265 272 293 145 149 157 183 183 187 
Portpagali®, ee sg 365 364 365 е 207 208 214 ¢ 176 175 1218 
United Kingdom ... 293 299 304 159 170 182 184 176 167 
Austria. 6. ee 576 642 & 576 119 281 8 364 484 228 в 158 
Trelandajecs ss ae 249 275 279 169 178 182 147 154 153 
inland arog ас 848 1,122 1,217 471 687 810 180 163 150 
Switzerland... ... 203 230 238 155 163 164 131 141 145 
Netherlands . ос 264 № 281 295 195 № 197 208 135 ^ 143 142 
Turkeys. томе 448 446 477 е 339 343 352 е 132 130 136 е 
Брат саж 395 454 465 402 441 461 98 103 101 
у -о во и ake 329 351 366 311 342 376 106 103 97 
Poland / 6,473" | 9,440 | 12,440%| 11,040” | 12,970 | 13,300 * 59h 73 94 к 
Italy . Е 2,284 3,484 4,468 Ac 5,110 4,875 5 68 92 
Hing arya eee 106 220 307 416 498 450 25 44 68 
Greece . Bic BAG 6,300 10,937 12,925 14,910 20,160 25,570 42 54 51 
ran Celie on ska 638 801 847 859 1,360 1,900 74 59 45 


Sources. — Monthly Bulletin of Statistics, United Nations ; 
International Financial Statistics, International Monetary 
Fund, and national statistics. 


Notes. — Indices of currency circulation are based on 
note and, in most instances, also coin circulation, with the 
exception of the United Kingdom, where they are based on 
the total of note circulation and sight deposits. 

Index numbers of retail prices are based on official indices 
of the cost of living, with the exception of Belgium and France 
(where indices of retail prices are given) and the United 
Kingdom. In the case of the United Kingdom, the figures are 
based on an official computation of the level of retail prices 
relevant to total personal consumption, combined with the 
official index of the cost of living. The “ real value of cash 
holdings ” is the ratio between the indices of currency circula- 
tion and retail prices. 


though reduced, momentum. The contrast 
in the experience of these two countries in the 
past year is difficult to explain except in psycho- 
logical terms. In Italy, a change in price expecta- 
tions appears to have given rise to dishoarding 
of stocks and falling prices. In France, on the 
other hand, the inflationary mentality appears 
to have continued though the underlying 
situation became increasingly stabilized. 


The base of the index numbers of currency circulation 
is the end of 1938 ; that of retail prices : average 1938. 


а Base of the index numbers : 1987. 

b Average of the months December-February. 

с Average of the months November-January. 

4 Base of the index numbers: July 1938-June 1939. 
e Average of October and November. 


! Base of the index numbers for currency circulation : 
end 1937 ; for retail prices : April 1938. 


Е Average of the months August-October. 
h December. 
i Base of the index numbers : July 1936. 


7’ Indices of currency circulation adjusted for change in 
population from 1938 to 1947. 


k September. 


- 


The impression thus gained that the general 
tendency in European countries during 1948 
has been towards more balanced conditions is 
confirmed by the available statistics of the 
number of bankruptcies. Under the conditions 
of a “ sellers’ market ” prevailing in the imme- 
diate post-war period, the number of bank- 
ruptcies was extremely low compared with pre- 
war. As shown in Table 23 there was, however, 


ас SG yet 


a remarkably regular increase 
in the number of bankruptcies 
during the last two years, 
which shows that enterprises 


Table 23 
NUMBER OF BANKRUPTCIES 


Index numbers — corresponding period of 1938 = 100 


which had been started under Country Period covered 1946 1947 1948 
the shelter of abnormal demand Belo; ; 
у : Е : elgium . January-October 9 27 47 
ee meeting ee te diffi- Denmark January-December 36 44 76 
culties. It will be noted that Finland . January -September 20 25 22 
in Italy—the first’ European =a January-June 11 20 40 
i Wyo se. January-July 18 34 99 
country to show deflationary Netherlands January-October 11 35 45 
tendencies in post-war years— Norway . January-November 38 36 53 
the number of bankruptcies in Ра 2 January-November a0 at a 
1948 has actually reached the witzerlan January-November 58 68 85 
re-war level. 
р Sources. — The figures have been taken from national statistics. 


8. CHANGES IN RELATIVE PRICES 


The war and its aftermath brought with 
them important changes in price relations as 
compared with the pre-war pattern. Some of 
these changes were world-wide and were the 
reflection of special shortages arising from 
the changed pattern of world production and 
trade. Others reflect the calculated effect 
of government policies aimed at the redis- 
tribution of income or the promotion of cer- 
tain lines of economic activity. Finally, there 
are distortions in the price structure of a more 
localized character which are largely the by- 
products of inflationary processes in their 
different forms. 


With the general relaxation of the upward 
trend of prices in the past year, there was 
also a tendency for prices of different com- 
modities to move nearer to their pre-war 
relations. As will be shown in Chapter 5, 
the movement of world prices during 1948 
brought the prices_o ider- 
nd the 
prices of industrial_raw materials, and the 
dispersion of prices in relation to their pre-war 
norm has become considerably smaller. A 
similar tendency is also noticeable in the 
case of a number of European countries. 

Table 24 compares the wholesale prices of 
industrial goods with those of agricultural 


1 The effects of these price changes on prices charged 
in foreign trade are discussed in Chapter 5 below. 


products in individual countries.” It appears 
that, in countries where price inflation has 
had more or less open sway, there was a 
considerable rise in the relative price of 
agricultural products, owing to the acute 
shortage of food immediately after the war. 
It will be noted, however, that in these coun- 
tries the relative price of foodstuffs dropped 
considerably between 1947 and 1948. In 
France, for example, agricultural prices rose 
by only 35 per cent between October 1947 
and October 1948, while industrial prices 
more than doubled in the same period. On 
the other hand, among countries where prices 
were under more or less strict control, the 
ratio of agricultural to industrial prices re- 
mained fairly stable, except in cases—like 
Norway, Czechoslovakia and the United King- 
dom—where farm prices were raised as part 
of a deliberate policy to encourage agri- 
cultural production. The only example of 
agricultural prices remaining considerably be- 
low industrial prices was provided by Germany 


2 Since, in a number of countries, the wholesale price 
index for agricultural products is influenced by subsidies 
or is largely a reflection of the prices of imported com- 
modities, an index of the prices received by farmers 
has been substituted for the wholesale price index of 
agricultural products in a number of cases. In a similar 
table presented in last year’s Survey (page 82) such 
adjustments were not made. For certain countries, 
therefore, the figures for agricultural prices shown 
were too low and the comments made were somewhat 
misleading. 
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Table 24 


THE LEVEL OF WHOLESALE PRICES FOR AGRICULTURAL AND INDUSTRIAL 
PRODUCTS 


Index numbers — 1938 = 100 


Ratio oF AGRICULTURAL 


AGRICULTURAL PRODUCTS INDUSTRIAL PRODUCTS то INDUSTRIAL Propucts 
al Bf October October October 
1946 | 1947 | 1948 | 1946 | 1947 | 1948 
| 

Вели: с п. аа as 477 441 ai 361 369 am 132 120 
Finiand о Goat, ee 567 839 1,126 548 619 865 103 136 130 
але ona sel ее 915 1,392 1,883 ize 864 1,855 127 161 102 
Hungary 9. Зы. ооо ; ars 852 763 5 540 597 an 158 128 
italy) Coen ogee ео (4,000.4, 10016, 000 к 3,463 5,960 a 117 101 Ae 
Spain sce sees eho Os 475 480 501 353 44] 463 135 109 108 
Czechoslovakia. ....... те 379 е зи 314 ¢ 348 12] е РЕ 
АА а. р ВН on ee 196 224 241 186 159 161 105 141 150 
United Kingdom. ...... 212 244 250 160. 174 190 133 140 132 
АВА ос с ee oa A г ae 368 os 329 112 
Bulgaria’ гео я 675 748 642 684 в 105 109 

Denmark’ .-. 2.5... . 183 200 240 193 196 212 95 102 113 
Treland: tate) аа © Ces AE 199 240 2597 218 229 2 91 105 

Netherlands* ........ 276 283. 284 269 277 288 103 102 99 
ое... ое. ПЕ 172 188 195 167 181 197 103 104 99 
Switzerland 09... 196 210 213 202 214 214 97 98 109 
Germany: U.K./U.S. Zone . 149 “a Be 188 - и 79 


‘Sources : The figures have been taken from official and 
semi-official publications. For details, see Appendix B. 


а Base of the index numbers: 1986-1988. 

b Base of the index numbers: August 1989. 
с Average of the period July-December. 

4 Base of the index numbers: July 1936. 
e April. 


(and, until recently, Austria). It is, however, 
well known that the official prices at which 
farmers had to deliver their produce were 
to a very large extent evaded in Germany 
and that the problem of securing sufficient 
deliveries from the farmers has not been 
adequately solved, even after the recent 
monetary reform. 


In agriculture, there was also a substantial 
difference in the movement of the prices of 
vegetable and animal products. As is shown 
in Table 25, a relative increase in the price 
of animal products occurred in all countries 
where prices, in general, were not subject to 
control, and was greatest in those countries 
where considerable price inflation had taken 
place. In the countries of suppressed inflation, 


f Average of the years April-March 1945/46, 1946/47 and 
1947/48. Base of the index numbers: April-March 1938/89. 


8 Base of the index numbers: 1939. 


h Average of the years July-June 1945/46, 1946/47 and 
1947/48. Base of the index numbers: July-June 1938/39. 


t Base of the index numbers : October 1938. 
i July. 
К Base of the index numbers: July 1988-June 1939. 


on the other hand, there is little or no differ- 
ence in the movement of the two price series. 
Though the figures in Table 25 do not provide 
a uniform picture, the tendency since 1946 
seems to have been towards a relative decline 
in the price of animal products. This appears 


1 The relative increase in the price of animal products 
in the countries of open inflation was also due to the 
fact that, even in countries where prices had an open 
sway, the prices of bread grain or other important 
vegetable products were generally kept- under control. 
Finland provides a clear example of this. Until 1947, 
Finland showed all the characteristics of a suppressed 
inflation and the prices of all important agricultural 
products were subject to control. Since 1947, with the 
passing of this country from a (unsuccessfully) sup- 
pressed inflation to open inflation, price controls for 
animal products were generally abolished, while the 
controls on the main vegetable products were retained— 
with the result that animal products more than doubled 
in price while the price of vegetable products increased 
only slightly. 
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Table 25 


THE LEVEL OF WHOLESALE PRICES 


FOR ANIMAL AND VEGETABLE PRODUCTS 


Index numbers — 1938 = 100 


ANIMAL PRODUCTS VEGETABLE Propucts | Ratio ог ANIMAL 
iota = 3 TO VEGETABLE PRICES 
October October | October 

1946 1947 1948 1946 1947 1948 1946 1947 1948 

Austria Rs 375 we т 
Poland д : ng Re ee ee ee ae Rip 8,720 = me 220 rie 
RITA с... wd 576 | 1,006 1,446 703 707 768 82 142 188, 
France 4 Be Pas) Biase 1,362 | 1,763 2.282 564 995 1,280 241 177 178 
S\yalioere CWT i ae ро. 223 231 235 141 159 145 158 145 162 
LTA Ae а ро И 782 87 a 519 553 а ast 158 Ge 
Italy : 2 2 ee ИИ 5,561 | 9,433 7,674 2,564 | 4,939 5,220 217 191 147 
и... - ae 540 505 * 411 379 za 131 133 
Greece д ее ВАР | 2. 122.350 131,650 .. 118,480 124,290 5 121 130 
Брат 4. 486 499 536 461 457 488 105 109 110 
ен с. 213 281 287 279 279 273 98 101 105 
timated: Wimerdomy Swi. 0. + ).> 222 256 254 191 224 244 116 114 104 
А о - 197 PRA 242 195 215 240 101 106 101 
Sai eee и с Te 190 194. 173 187 196 99 102 99 
Denmark & PSRs oes cilia al @ & 176 192 236 254 272 263 69 71 90 
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Sources. — The figures have been taken from official and semi-official publications. For details, see Appendix B. 


a Base of the index numbers : August 1939. 

b Base of the index numbers : 1939. 

с Base of the index numbers ; 1936-1938. 

а Base of the index numbers: July 1936. 

e Base of the index numbers: July 1938-June 1939. 


to have been particularly marked in those 
countries, like France and Italy, which also 
showed a definite return towards the pre-war 
norm in the relation between industrial prices 
and agricultural prices as a whole. In some 
European countries, the relative rise in meat 
prices in the early post-war years had serious 
distorting effects on production, since it led 
to the use of grains for feeding to animals 
rather than for direct human consumption, 
and also stimulated the production of meat 
at the expense of milk. With the increase 
in the supply of bread grains in the past year 
(which led to the abolition of bread rationing 
in most countries) it seems that this is no 
longer a serious problem. 

Simultaneously with the change in the 
price structure, there was a considerable and 
fairly general change in the wage structure, 
in favour of “ heavy ” workers (in such indus- 
tries as agriculture, forestry, and mining) as 


f The figures refer to the average of the years April-March 
1945/46, 1946/47 and 1947/48. Base. of the index numbers ; 
April-March 1938/39. 


g The figures refer to the average of the years July-June 
1945/46, 1946/47 and 1947/48. Base of the index numbers : 
July-June 1988/39. 


against industrial workers. . Table 26 shows 
the relative increase in wages in agriculture, 
forestry and mining in various countries in 
relation to industrial wages. This adjustment 
of the wage pattern towards relations more 
in accord with the relative attractiveness of 
different occupations was largely the result 
of the prevalence of full employment con- 
ditions and the resulting acute scarcity of 
labour in industries where wages were relatively 
low. As a result of this movement, the relative 
cost of foodstuffs, as well as of coal and of 
timber products, is likely $0 remain, for a 
long time, appreciably higher in relation to 
other costs than they were before the war 
—a development which may create al cul- 
ties for countries which export such staple 
products in competition with overseas sup- 
pliers. 

Table 27 compares the development of prices 
of industrial raw materials and manufactures 
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Table 26 


THE RELATION OF WAGES IN AGRICULTURE, FORESTRY AND MINING 
TO INDUSTRIAL WAGES 


Index numbers — 1938 = 100 


| 
Country 1946 1947 1948 Country 1946 1947 1948 
I. Ratio of wage index for | II. Ratio of wage index for 
agriculture to wage index forestry to wage index for 
for industry : industry : 
Denmark ae) 198 220 195 Norwa yam at. 2 pene me 166 172 
Finland #292 % 0% 125 117 111 Sweden. ©") 2 27 og 130 122 
i ое 121 106 о . ’ 
Bae в a 130 139 (| (III. Ratio of wage index for coal 
Treland 1178 A mining to wage index for 
Italy ae. aa ; 116 manufacturing industry : 
Netherlands’ .... 147 144 148 Beloiam .. eet eee 114 118 
INOLWAY 2 occur) eon. ieee 204 217 $c Branco? ois) ack wale ae 131 а 
Spain = aly? м 137 145 a United Kingdom. . . 119 128 133 
Sweden ныне. 130 123 } 
Switzerland¢. .... 104 & ys 
United Kingdome . . 138 150 156 
| 
Sources. — See Appendix B. a Base of the index numbers: 1939. 
Notes. — The figures indicate the ratio between the indices of b 1945. 
average hourly earnings in industry, including mining (cf. Table 20) c Base of the index numbers: 1938-1939. 
and indices of (I) money wages in agriculture (which, in most instan- ав £ the. ind МЕ 
ces, are based on summer wages of male workers), (II) winter earn- BBE OF ERO AAC BEE : | 
ings in forestry (hewers) and (III) earnings per shift in coal-mining. е Indices of weekly wage rates were applied for 
These last indices have been compared with the wage indices for both agriculture and industry. 


manufacturing industry. For details, see Appendix B. 


Table 27 


THE LEVEL OF WHOLESALE PRICES FOR INDUSTRIAL RAW MATERIALS 
AND MANUFACTURED GOODS 


Index numbers — 1938 = 100 . 


INDUSTRIAL Fw Ratio oF InpustriaL Raw 
УЕ MANUFACTURED Goops MATERIALS TO MANUFACTURED 
Goops 
Country 
October October October 
1946 1947 1948 1946 1947 1948 1946 1947 1948 
‘Belgiumley «Seas Sale. 36 381 409 an 361 369 Sie 106 11 
О А о ры 570 725 906 548 619 865 104 117 105 
таре а 725 869 1,928 723 864 1,855 100 101 104 
Ноа se 496 578 604 509 540 597 97 107 101 
ела oles ssc 218 244 269 193 206 219 113 118 123 
LrelandiGe ne ое abs 245 294 ne 218 229 Si 112 128 = 
Netherlands? ...... 298 339 343 269 277 288 lll 122 119 
о chee a es bs 207 222 238 159 160 161 130 139 148 
PWOUeI ме». Gout). fe 171 194 206 167 181 197 102 107 105 
United Kingdom .... 211 265 322 160 174 190 132 152 169 
Sources. — The figures have been taken from national > Base of the index numbers: August 1939. 


statistics. For details, see Appendix B. 


с Base of the index numbers: October 1938. 
а Base of the index numbers: 1986-1988. 


4 Base of the index numbers: July 1938-Лаше 1939. 
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for а humber of European countries. The 
exact scope of the sectional price indices 
varies in the different countries and the 
figures should, therefore, be interpreted with 
caution. In some countries (like the United 
Kingdom), part of the difference between the 
two price levels is due to the fact that the raw 
materials index includes timber and other 
building materials, whose prices have risen 
relatively to other materials and which are 


not used in the production of manufactured 
goods. Nevertheless, the figures seem to 
warrant the conclusion that the phenomenon 
of prices of finished goods lagging behind 
prices of raw materials is confined mainly 
to countries with extensive price controls. 
Moreover, the figures do not indicate that 
there has been any narrowing of price diffe- 
rentials as was the case with agricultural 
products. 


4. PUBLIC FINANCE 


The changes that have taken place in the 
field of public finance are shown in Tables 28 
to 30. А general statement of government 
expenditure and revenue is given in Table 28 
while Tables 29 and 30 show expenditure and 
revenue by major categories. The estimates 
in each case refer to the receipts and expendi- 
ture of the central government and of social 
security funds. They do not include local 
government expenditure and revenue, except 
in so far as grants to local authorities are 
included in the expenditure of central govern- 
ments. To make the figures comparable, 
they have all been expressed as percentages 
of net national income, at current prices.* 
Since the range of public investment expen- 
diture in the various countries shows wide 
variations — public investments extending into 
a far wider field in some countries than in 
others — “current expenditure ” was taken 
exclusive of investments, and public invest- 
ments are indicated separately. ” 

For the fourteen countries shown in Table 28, 
the balance of current receipts (from taxes, 
social security contributions, and property 
income) and current expenditure (exclusive 
of investment expenditure and capital trans- 
fers) shows a steady improvement during the 


post-war years. Whereas in 1946 the large 


1 It must be borne in mind, however, that since 


government expenditure includes “transfer expendi- 


tures ”, which are excluded from the concept of the net 
national income, the percentages tend to overstate the 
magnitude of government expenditure in relation to 
the national income. 

2 T.e., the difference between the figures under the 
last two headings in Table 28. 


ce ae, Oy three co 
owed a deficit in 1948; the majority of the 
dthers showing a sizeable surplus of revenue 
over current expenditure. Even when invest- 
ment expenditure is taken into account, there 
was still a surplus of revenue over expenditure 
in the case of four countries ; and in the case 
of the others, the deficits shown are, on the 
whole, smaller than they were in the last 
pre-war years. 


At the same time, the levels of expenditure 
—hboth current and investment expenditure— 
are considerably higher, as percentages of the 
national income, than before the war. Only 
three countries—Austria, Ireland and Italy— 
show lower levels of expenditure in relation 
to the national income in 1948 than in 1938. 
In the case of six countries—Belgium, Hun- 
gary, the Netherlands, Norway, Sweden and 
the United Kingdom—expenditure was more 
than 50 per cent above the 1938 level. The 
analysis of the figures shows, however, that 
most countries are moving towards their 

KX pend n Tre on to the 
national income: the level of expenditure 
shows a falling trend in the case of countries 
whtre 1 Ve pre-war, and 


was lower than pre-war. 

The major changes in the field of government 
expenditure shown by the figures are the 
reduction, in comparison with pre-war, of the 


interest paid on national debts and in defence 
expenditure, and the increase in expenditure 


= 
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Table 
THE LEVEL OF GOVERNMENT 


In percentages of the 


CURRENT EXPENDITURE | CURRENT REVENUE 
Country pra Pre- |. Financial year beginning С Dep. Financial year beginning : 

wer 1946 1947 1948 19405 ee 1946 1947 1948 1949 
Austria rene 1937 25.1 : 20.0 LT A 18.0 25.5 38 23.0 17.4 18.0 
Васи: “9. = 1938 19.7 35.6 29.5 29.1 27.4 17.4 28.6 20.2 30.2 30.9 
Czechoslovakia . . . 1937 28.9 ae 34.2 27.0 25.0 та 30.9 30.6 
Denmark ae 1937/38 12.6 19.0 17.2 16.8 тов 20.9 20.3 LOT, 
inky. GG oo ОА 1938 11.8 кд 24.1 15.8 15.1 : 31.0 19.8 
rane чо ee 1938 24.6 24.7 27.8 27.8 18.9 21.8 26.5 29.2 
Hungary 1937/38 12.6 23.2 24.2 а 13.8 23.2 28.4 = 
Ireland 1937/38 | 21.3 : 16.6 18.7 21.8 р 17.0 LT SE 
Italy нЕ. 1937/38 32.4 lose 20.9 20.9 a 2521 12.1 17.8 18.8 У 
Netherlandsen ее 1938 22.8 т 42.6 37.1 36.0 20.2 a 31.5 31.9 37.0 
Norway 1937/3841" 13.7 | 29.3) 28.4 | “25.726 7 16.41 "30.4 } (26:1 126.4) 290 
Poland 1937/38 10.9 5.0 9:3 LDS ef 13S 5.6 11.4 18.3 ana 
SWC (LET cers Seer 1937/38 11,2 ie 2 19.5 20.5 PO ak 12.8 19.8 РЕВ, 24.1 24.5 
United Kingdom . . 1938 23.6 50.9 42.4 34.1 21.3 42.9 40.7 40.8 


Source. — Research and Planning Division, Economic Commission for Europe. For details, see Appendix B. 
Nores. — Figures in ordinary type refer to provisional or to closed accounts ; figures in italics refer to 


budget estimates. 


The data refer to central government finance and social security funds and include central government 
grants to local authorities. Local government finance is excluded. 


on social security and on price subsidies. 
Since price subsidies and social security pay- 
ments are in the nature of a “ transfer ” 
burden, rather than a “real” burden—they 
do not involve the direct use of resources for 
communal purposes, but merely a redistribu- 
tion of resources between the different sectors 
of the community—the genuine increase in 
the burden of government expenditure was 
considerably less than the figures suggest.! 
The reduction in most countries of the burden 
of national debt as a percentage of national 
income may, at first sight, appear surprising. 
The reduction was greatest, of course, in the 
case of countries like Italy and France, which 
went through a major price inflation. But even 
in countries with a moderate increase in the 
price level, such as Denmark or Ireland, there 
was a substantial reduction in the propor- 


+ The increase in the real burden of government 
expenditure is more accurately represented by estimates 
of government expenditure on goods and services as 
percentages of the national income. These are shown 
for ten European countries in Table 32 below. The 
figures in Table 32 are derived from national income 
statistics and include both central and local government 
expenditure on a consolidated basis. 


tionate burden of the debt as the joint effect 
of the increase in prices and the fall in interest 
rates. In the case of the United Kingdom, 
where the size of the national debt has more 
than trebled as a result of the war, the service 
of the debt is only slightly larger as a propor- 
tion of the national income than before the war. 

Since 1947, the importance of defence 
expenditure has also fallen considerably in 
most countries in comparison with 1938, 
which was, however, a year of comparatively 
heavy expenditure on armaments. The most 
striking reductions have, of course, taken 
place among the countries in which peace 
treaties or military occupation imposed limita- 
tions on military expenditure. The fourteen 
countries shown in Table 29 spent on the 
average * 7 per cent of their national income 
on defence in 1938 and 1947, but only 5 per 
cent in 1948. The budgets relating to the 
latest financial year (beginning in 1949) show, 
however, an increase in the defence expenditure 
of most countries compared with 1948. 


2 Weighted according to the size of the national 
incomes in terms of dollars. 
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EXPENDITURE AND REVENUE 


net national income 


ToTAL SURPLUS 


eee 
| CURRENT SURPLUS 


Pre- Financial year beginning : Pre- Financial year beginning : Pre-war Count 
war yee af 
1946 | 1947 | 1948 | 1949 | W8T | 1946 | 1947 | 1948 | 1949 
0.4 Are 3.0; — — 0.05 0.4 2.4 i | 
: — 0.4] —2. —4.9 1937 Austria 
ree —7.0 a8) И 3.5 |—3.6 11.3 | — 6.8| —3.9 | —1.5 1938 Belgium 
Ч: т 3.3 3.6 —8.1 — 12.6 —5.0 1937 Czechoslovakia 
Bie ь ond 2.9 0.2 1.4 2.5 о 1937/38 Denmark 
iy ae 6.9 4.0 1.0 oe 4.7 1.0 1938 Finland 
Cae — 2.9 bess 1.4 —6.8 8.1| — 6.3) —2.5 1938 France 
ae — 4.2 * 0.1 Haul 0.9 1937/38 Hungary 
: ate 0.4) —1.7 ae : Sc me 1937/38 Ireland 
—7.3| —3.2 3.1| —2.1 as — 8.9 7.4|— 7.7] —7.9 a 1937/38 Italy 
—2.6 ae Th) 52 TLD We .. | 11.4|—5.8 0.6 1938 Netherlands 
оз 10| 291 1 1.7| — 4.7 —1.0 | 0.9 | 1937/38 | Norway 
0.9 0.6 21 2.0 $ ee 4.4| — 2.4| —4.0 a 1937/38 Poland 
1.6 2.6 2.8 3.5 3.8 0.6 1.4 12 2.4 2.8 1937/38 Sweden 
—2.3| —8.0 i We 6.7 —2.8 9.4 | — 3.6 6.2 : 1938 United Kingdom 


_ “Current surplus ” is the difference between current receipts (taxes, social security contributions and 
income from property) and current expenditure (all current expenditure on goods and services as well as 
transfer payments to current accounts). 


« Total surplus ” is current surplus less expenditure on investments. 


Expenditure on social security, on the other 
hand, has risen in all but a very few European 
countries. In many countries it now amounts 
to 6 to 8 per cent of national inco nd is, in 
a number of countries, twice as much as before 
the war, or even more. . This was the result of 
considerable expansions in the scope of com- 
pulsory insurance and the widespread adoption 
of family allowances in post-war years, which 
were only partially offset by the reduction in 
unemployment and the reduction in the 
real level of social security benefits in countries 
with considerable price inflation. 

The most important change in the structure 
of post-war budgets is, however the expendi- 
ture on price subsidies, which were practically 
nofi-existent before the war. In a number of 
countries (such as Belgium, France, Ireland, the 
Netherlands, Norway, Poland and the United 
Kingdom) they have reached a high level and, 
both absolutely and as a percentage of the 


‘national income, tended to rise in the last two 


'years. In 1948, subsidies equalled about 25 per 


cent of total consumers’ expenditure on food in 
the базе of Norway, and 20 рег cent in th 
en 


of the Uni Kingdom. The device of food 
subsidies _was_ ing the war ава. 
means of securin e cost-of-living 
index, and thereby of prices and_wages. In 
fact, it brought about_an important change in 
the distribution of income in favour of the 
lower income groups and particularly of work- 
ers with large families. The cost-of-living 
index, in most cases, is based on the budgets 
of working-class families with two children, in 
which essential foodstuffs weigh far more 
heavily than in the budgets of unmarried 
workers or married workers without children. 
The cost of the subsidies, on the other hand, 
where it is covered by means of higher income 
taxes or higher taxes on alcohol and tobacco, 
falls more heavily on the higher income groups 
or on unmarried persons. Although, in this 
way, the cost-of-living index became increas- 
ingly unreliable as an indicator of the move- 
ment of prices which is relevant for the majority 
of workers, the stability of the wage level 
remained dependent in most cases—by tacit 
or explicit agreement—on the cost-of-living 
indices. In a number of countries—for example 


Table 29 


THE LEVEL OF GOVERNMENT EXPENDITURE 
In percentages of the net national income 


NATIONAL 
DEBT 
INTEREST 


Financial | 


DEFENCE 
year 


Country 


3.7 


1937 2.0 
1947 
1948 0 
1949 0. 


Austria . 


| 


Belgium сло вле | 2938 
| 1947 
1948 
1949 


oO bw bo 


1937 
1947 
1948 


Czechoslovakia 


mem bO ©5 59 &> -= 


Denmark . 1937/38 
1947 


| 
| 
| 1948 
| 


> ® = 


Finland . 1938 
1947 


1948 


1938 
1947 
1948 


France 


0 SHw NEO WAN 


Hungary 1937/38 


1947/48 


< ыы 


Тт@апа . 1937/38 
1947/48 


1948/49 


_ Italy . 1937/38 
1947/48 


1948/49 


= 
Сл Gy 96 bo в <> Nee 


Netherlands . 1938 
1947 
1948 


1949 


[© 2) Co < + CO $5 < -1 6 MO bo BHO < — no > bd <> © > “stb ньо Se oo Os 


Norway . 1937/38 
1947/48 
1948/49 


1949/50 


oO нь 


Poland 1937/38 
1947 = 


1948 — 


С & < © = . . . . . . . . . . . . . * . 
DWN WROU WOW SAAD SERS ANS WHEW AO ROTM HY SOS GOH Фо 


Sweden . 1937/38 
1947/48 
1948/49 


0 
1 
1 
1949/50 р 
4 
6 
5 


Co Go &> == 


1938 
1947 
| 1948/49 


United Kingdom 


— 
$ = 


OTHER Сов- | | ы TOTAL 
PRICE SocIAL - МУЕЗТ 
Sussipies | SECURITY А | MENTS |EXPENDITURE 
— | 5.4 14.0 0.3 25.4 
1.4 Disk 14.9 3.4 23.4 
One 4.2 12.5 2.4 19.8 
отв 12.8 4.9 22.9 
— 4.9 10.3 1.3 21.0 
5.2 ioe 11.2 3.5 33.0 
4.6 8.0 ТЯ 5.0 34.0 
3.0 8.2 У, 5.0 32.4 
— 4.9 14.2 4.2 Эт 
0.3 м! 18.5 9.3 43.5 
1.5 Я.Я 13.5 8.6 35.6 
0.3 4.8 5.4 0.4 13.0 
Laid, 4.8 8.1 0.6 17.8 
1.9 4.6 Tah 0.6 17.4 
— 0.5 6.5 2.3 14.1 
3.2 He 15.7 2.2 26.3 
1.0 He) 10.7 3.0 18.8 
Sad 4.0 4.2 т 25.7 
2-7 8.6 7.2 5.0 32.8 
3.5 9.4 (fst) 3.9 31.7 
— 1.5 8.8 ПЕ 13.7 
Эй 3-2 ай 20.2 
— вы? 15.4 r 
2.6 2.8 9.4 
3.3 2:7 10.8 
-- 2.9 10.4 1.6 34.0 
1.9 В 3 4.6 25.5 
0.8 6.9 д.2 5.8 26.7 
3.9 2.6 He y 3% 
(lise) 7.3 14.9 0.3 42.9 
7.4 6.5 12.6 0.1 И 
4.4 Е 13.9 0.4 36.4 
— 3.8 6.9 1.6 15.3 
8.4 5.4 я! 2.4 30.8 
6.7 5.3 9.5 2.0 РЕВ 
6.8 0.3 9.4 20 28.1 
— Me 5.5 $ at 
Diet те 5.1 4.5 13.8 
Hoo) 1.4 = 6.0 17.3 
0.4 Рой ОЕ 1.0 12.2 
1.7 5.0 7.4 тб 21-1 
1.4 6.6 7.4 Lf 27:6 
1.0 6.8 76 1.0 РТ. 
0.3 5.4 Dal 0.5 24.1 
5.0 6.2 13.4 1.9 44.3 
4.4 6.1 ИНО 0.5 34.6 


Source. — Research and Planning~ Division, Economic 
Commission for Europe. For details, see Appendix B. 


Nores. — Figures in ordinary type refer to provisional 
or to closed accounts; figures in italics refer to budget 
estimates. 


The data refer to central government finance and social 
security funds. “ Defence” includes military investments ; 
“price subsidies’ include payments to offset the current 
deficits of public enterprises. “ Social security’? includes 
expenditure by central governments as well as payments 


from national insurance funds on a consolidated basis and 
includes both transfer payments (including war pensions) 
and current expenditure on goods and services. Central 
government grants to local authorities are included in “ other 
current civil expenditure ”. 

As far as possible, investments are taken as net real invest- 
ments in public properties, including public enterprises. 
Consequently, transfers to capital accounts (amortization of 
loans, etc.) are excluded. As government accounts seldom 
make full provision for depreciation and for maintenance 
costs, the figures, in some cases, show gross investments. 
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Table 30 


THE LEVEL OF GOVERNMENT REVENUE 
In percentages of the net national income 


ори о зы вЫ 


Country Financial DIrEctT cee sot Ls OTHER 
year TAXES rarnover hen CURRENT Toran 
мая Others | Total sell age Revenue | REVENUE 
Austria 1937 
5.3 4.6 
ee ба ach 8.3 12.9 3.0 4.3 25.5 
р 10.3 1.6 1.7 23.0 
1948 56 2.9 6.6 9.5 1.6 
1949 6.1 3.4 6.8 10.2 0.7 aa ти, 
Belgium . 1938 | | 
5.3 4.0 5.6 9.6 = 2.5 17.4 
1947 6.2 7.7 5.1 12.8 5.4 1.8 26.2 
а 7.4 5.9 13.3 5.2 2.2 
1949 10.3 7.4 5.9 13.3 5.2 2.1 ye 
Czechosl iis 
slovakia 1937 3.4 4.7 8.6 13.3 4.7 3.6 25.0 
1947 6.6 3.6 6.8 10.4 7.7 6.2 
1948 6.8 Bl 6.4 11.5 7.2 5.1 he 
Denmark . 
УС т 6.0 1.8 1.3 13.2 
a 8.8 8.9 14 та 20.3 
1.5 19.7 
Finland 
inlan 1938 3.3 = 7.8 7.8 0.3 3.6 15.1 
1947 11.7 7.7 5.0 12.7 1.2 ва 31.0 
1948 6.7 3.8 4.8 8.6 ты 3.4 19.8 
Егапее 1938 6.5 2.8 6.2 9.0 2.0 1.4 18.9 
1947 7.8 6.9 3.7 10.6 6.3 1.8 26.5 
1948 8.4 7.6 5.4 13.0 Е 
| : 6.7 1 29.2 
Hungary 1937/38 3.4 2.0 5.8 
и : к 7. : 
1947/48 6.6 7.1 7.8 as a8 a Be 
Ireland 1937/38 4.9 | 11.5 
1947/48 5.1 9.2 р. 45 es 
1948/49 4.9 9.4 0.6 2.1 17.0 
Italy 1937/38 6.3 1.8 10.8 12.6 2.2 
1947/48 2.7 3.3 6.0 9.3 4.1 п: т 
1948/49 | 3.0 3.5 5.2 8.7 5 2.0 18.8 
Netherlands 1938 5.9 1.6 10.1 11.7 1.0 1.6 20.2 
1947 12.3 3.3 7.9 11.2 4.1 3.9 31.5 
1948 11.7 У: 9.3 13.6 4.3 2.3 31.9 
1949. 13.4 6.2 9.6 15.8 59 2.5 37.0 
Norway . 1937/38 3.1 0.9 7.8 8.7 2.7 1.9 16.4 
1947/48 5:5 5.3 9.5 14.8 2.9 2.9 26.1 
1948/49 7.1 а 10.0 14.3 2.8 2.5 26.7 
1949/50 8.9 4.6 10.3 14.9 2.8 2.4 29.0 
Poland 1937/38 3.8 4.6 1.7 1.7 11.8 
1947 4.1 3.0 1.3 3.0 114 
я 2.9 1.7 3.6 13.3 
Sweden 1937/38 3.0 = 6.4 6.4 0.8 2.6 12.8 
1947/48 9.8 0.8 8.5 9.3 1.0 2.2 92.3 
1948/49 10.4 0.7 9.4 10.1 1. 2.5 24.1 
1949/50 10.8 0.7 9.3 10.0 73 2.4 24.5 
United Kingdom . 1938 9.7 = 8.2 8.2 2.3 ЕТ 21.3 
vos 1947 19.8 2.6 14.5 17.1 2.8 0.9 40.7 
1948/49 19.1 2.9 14.0 | 16.9 3.5 | 13 40.8 


Source. — Research a 
Commission for Europe. 


Notes. — Figur 
to closed accounts ; 

The data refer to central gove 
“ Direct taxes” 


security, funds. 


nd Planning Division, Economic 
For details, see Appendix B. 


es in ordinary type refer to provisional or 
figures in italics refer to budget estimates. 
rnment finance and social 
include death duties and 


extraordinary taxes on capital and profits (capital levies, 
excess profits taxes, etc.). Capital levies have not been included 
in instances where they were linked to loan schemes and were 
paid largely in the form of loans. Turnover taxes include 
general purchase taxes, sales taxes, etc. Employers’ as well 
as employees’ contributions are included in social security 


contributions. 


Austria, Belgium, the Netherlands and Finland 
—food subsidies were recently substantially 
reduced. In most of these cases, however, 
there was a simultaneous increase in wage’ levels 
and family allowances were introduced or exist- 
ing allowances increased in order to preserve 
the existing distribution of real income between 
large and small families, which had hitherto 
been secured by means of food subsidies. 


The most important changes in the structure 
of taxation, which are shown in Table 30, are 
the increased relative importance of direct 
taxation in total revenue, and the increasingly 
important role of turnover taxes in relation 
to other types of indirect taxes, such as cus- 
toms and excise duties. Only a few countries 
which experienced major inflations accom- 
panied in some cases by the disruption of fiscal 
machinery showed a decline in the relative 
importance of direct taxation. Turnover taxes, 
which were comparatively rare before the war, 


are now an important instrument of economic 
policy in many countries. They now account 
for one-quarter of the total tax revenue in 
Belgium, Finland, France and Hungary ; one- 
fifth in Italy and one-sixth in Austria, Czecho- 
slovakia, the Netherlands and Norway. As 
turnover taxes tend to be more progressive—or 
at any rate less regressive—than excise taxes, 
both these changes tend, on the whole, to 
make the system of taxation somewhat more 
progressive. It must be remembered however, 
that the basis of income tax was broadened 
during the war so that the increase in the 
share of direct taxation does not entail a fully 
corresponding shift of the tax burden on to the 
more well-to-do groups of the populations. 


At present, this qualification is losing weight 
as the income tax liabilities of relatively low 
income groups are being reduced again. This 
is a result of the increased attention paid in a 
number of countries to the effects of income 


Table 31 


STATE BUDGET OF THE UNION OF SOVIET SOCIALIST REPUBLICS 


1947 


PRELIMINARY 
FULFILMENT FIGURES 


Item 


| 1948 1949 


PRELIMINARY 


FULFILMENT FIGURES PLANNED FIGURES 


‚000 millions 


7 
of 
current roubles 


Per cent 


1,000 millions 
of 
current roubles 


1,000 millions 
of 
|| current roubles | 


Per cent Per cent 


Expenditure : 
Financing of national economy . 132.7 36.7 147.5 
Social and cultural expenditure . 106.5 29.5 105.6 
Detencen se. сии 66.4 18.4 66.3 
Administration and justice . 13.0 3.6 13.1 
Loan service : 6.5 1.8 
Other expenditure . 36.1 10.0 36.3 
TOTAL . 361.2 4 100.0 368.8 
Revenue : 
Turnover tax 239.9 62.3 273.9 
Direct taxation 28.0 7.3 33.2 
State loans 25.7 6.6 22.3 
Other revenue? . 91.6 23.8 79.0 
TOTAL . 385.2 а 100.0 408.4 


Source. — Speeches by the Minister of Finance and Laws on the U.S.S.R. Budget. 


а Final fulfilment figures give 361.5 thousand million 
roubles as total expenditure and 386.2 thousand million roubles 
as total receipts. 


» Including transfer of part of the profits of government 
and co-operative enterprises, 


taxes on incentives to work. At the same time, 
consideration of the effects of high income tax on 
risk-taking has brought about some relief of taxa- 
tion on profits and income from capital, mainly 
through more liberal depreciation allowances. 


Taking into account both the changes in 
tax systems and the changes in government 
expenditure—the increased outlays on food 
subsidies and social security payments and 
the relative fall in interest payments—there 
can be little doubt that, in most countries, 


the eee te 
On fer stenching changes in 
the distribution of real income between_the 
different classes of the community than was 
etd сарае 
to this are perhaps some of the countries 
suffering from major inflations, where taxation 
may have become more regressive, owing to 
the difficulty in times of inflation of collecting 
direct taxes on incomes other than wages and 
salaries, which has made it necessary to rely 
more on commodity taxes for the purposes of 
revenue. In these countries, the changes in the 


tax burden may thus have tended to aggravate 
the effects of the inflation on the distribution 
of incomes. 


In the Union of Soviet Socialist Republics, 
the budgetary figures for 1949 show an esti- 
mated surplus of revenue (including loan 
proceeds) over expenditure amounting to 7 
per cent of expenditure as against the 11 per 
cent surplus in 1948. The most important items 
in the Soviet State budget—which is a com- 
bination of All-Union, Republican and local 
budgets—are shown in Table 31. Expenditure 
is planned to be raised by 12 per cent, largely 
owing to a 40 per cent rise in “ other expendi- 
ture ”, а 13 рег cent rise in social and cultural 
expenditure and a 20 per cent rise in defence 
expenditure. The dominant feature of the 
Soviet taxation system is the turnover tax 
which, in 1948, yielded two-thirds of the total 
revenue. However, for 1949, the share of 
turnover taxes in total revenue will be consi- 
derably lower owing to the large rise in “ other 
revenue ”, notably in the profits of State 
enterprises. 


Chapter 3 


THE RATE OF CAPITAL FORMATION 


1. THE ALLOCATION OF NATIONAL RESOURCES 


With the end of the war, most countries of 
Europe made a vigorous attempt to raise the 
rate of capital formation. During the war, 
part of Europe’s capital equipment was des- 
troyed, the losses being especially heavy in 
shipping and other means of transport, and, 
in some countries, in buildings and in livestock. 
The lack of renewal of capital equipment 
during the war years, aggravated in some 
countries by the lack of replacement in the 
preceding years of economic depression, meant 
that, at the end of the war, a great deal of the 
existing ОРОЧИОНУС capacty oF Burope was 
БОЕ ТА addition, there was & опа 
demand in a number of countries to quicken 
the pace of industrialization in order to raise 
standards of living. 


These efforts are reflected in the changes in 
the allocation of national expenditure which, 
for ten European countries, are shown in 
Table 32. The estimates are based on national 
income estimates expressed in national cur- 
rencies at current prices and follow, as far as 
possible, the definition of national income 
recommended by the League of Nations.! 

The percentages of national income devoted 
to gross investment are not comparable for 
the different countries, owing to the different 
ways in which the term “ gross investment ” 
is defined. Some countries include in gross 
investment all kinds of expenditure on repairs 
and maintenance, others only certain kinds 
of repairs, while yet others exclude both 


1 Studies and Reports on Statistical Methods, No. 7: 
“Report of the Sub-Committee on National Income 
Statistics of the League of Nations Committee of Statis- 
tical Experts,” 1947. 


repairs and maintenance. There are, of course, 
corresponding differences in the definition of 
depreciation. For these reasons, the figures 
for net investment are more comparable, 
although they suffer from the drawback of 
being subject to a greater degree of error 
owing to the arbitrary element in the calcula- 
tion of depreciation. 


As is shown in Table 32, the proportion of 
net investment to the п CO is, 
in most countries, considerably higher than 
before the war, although it must be borne in 
mind that, УШИ the éxception of Hungary 
and Poland, the available resources of the 
countries have been augmented, relatively to 
pre-war, through deficits in their balances 
of payment? Nut oven 5579 ОНИ 
total available resources (that is, national 
income plus the balance of payments deficit), 
net capital formation at home is higher than 
before the war. Correspondingly, the pro- 
portion of available resources devoted to 
consumption, including both personal and 
government consumption, has fallen in most 
countries in spite of both the increase in 
government consumption, and the increase in 
private consumption demands resulting from 
the more equal distribution of incomes. It is 
evident from Table 32 that the percentage of 


1 The published depreciation allowances have been 
corrected, as far as possible, so as to give a uniform 
concept of net investment for the different countries. 
In particular, depreciation allowances have been adjusted 
so as to reflect current replacement cost of capital 
rather than original cost. 


* In Table 32 reparation deliveries, like other uni- 
lateral transfers, are included in the balance of payments 
on current account. 
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Table 


32 


THE ALLOCATION OF NATIONAL INCOME: In percentages of net national income at factor cost 


ae CZECHOSLOVAKIA DENMARK FRANCE.« 
1937 | 1946 | 1947 | 1948 || 1938 1946 | 1947 | 1948 || 1938 | 1946 | 1947 | 1948 
Current expenditure : 
Personal consumption 80 85 81 80 83 
ыы 81 76 84 80 80 80 
Government consumption .... . 14 27 22 ae 10 14 
Capital formation : x Г: 2 os “3 Le 
: : : 

Net capital formation at home... . 7 1-10 — 3 9 10 9 14 3 11 9 14 
Gross capital formation at home . 22 5 14 15 22 24 23 26 17 24 22 27 
Depreciation, etc.. Gp Ри 15 15 14 12 13 14 14 12 14 13 13 13 

Balance of payments on current 

ВОО о ER Ree oe on ee! ll —2 —3 | -—% 1 —7 —3 | —2 — |6 |4 | -6 

Net national expenditure ....... | 100 | 100 | 100 | 100 100 | 100 | 100 | 100 || 100 | 100 | 100 | 100 
Net national saving. ......... 6 |—12 |3 214|| 10 3 а 12 3 6 5 8 
CRRA ое 10 | 5 — | —1 9 1 4 9 9 4) 6 7% 
Е. |= 1-3 3% 1 2 3 3 —6 1—8 1—1 и 
HUNGARY ITALY NETHERLANDS Norway 
Item - 
1938 |1946/7|1947/8 | 1938 | 1947 | 1948 || 1988 | 1947 | 1948 || 1939 | 1946 | 1947 | 1948 
Current expenditure : 
Personal consumption . }) 90 93 87 66 86 80 76 \ 77| 14 14 | 12 2 oe as 
Government consumption \ 24 12 14 1050 718) 1 2 ete 
Capital formation : 

Net capital formation at home. . . 7 1 8 9 13 12 12| 20| 17 15 | 171 25| 21 
Gross capital. formation at home . 13 8 13 19 23 22 22| 35| 31 46 | 42| 48| 44 
Depreciation, etc.. о: 6 if 5 10 10 10 10| 15| 14 31| 25| 28| 23 

Balance of payments оп current 

сони. ya ote > 3 6 5 11-1 | —6 — |—17 | —9 || — |—11 |—17 |—10 

Net national expenditure ....... | 100 | 100 | 100 100 | 100 | 100 100 | 100 | 100 || 100 | 100 | 100 | 100 
Netiumaonal SAVING. =. < - = «+ + + =< 10 Я) 13 10 2 6 12 3 8 15 6 81 ll 
RUVOLCL Ase wns he en x eens 9 10 9 14 5 8 15 | 1413310 5| 10| 10 
Government. ыыы ао 1 | -3 4 О |e —8 |—11 | —5 5 1| —8 1 
POLAND SWEDEN UNITED KINGDOM 
Item + a Dee or 
1938 | 1946 | 1947 | 1948 ||1938/9| 1946 | 1947 | 1948 || 1938 | 1946 | 1947 | 1948 
Current expenditure : ‘i ь 
Personal consumption .....- - | i me Na 76| 15 a 7 73 | 69 
Government consumption a ат. a 129905) db 18 16 | 31 | 24 | 20 
Capital formation : 

Net capital formation at home . 5 8 6 6 11 12 17 12 7 1 9 ии 
Gross capital formation at home . 9 12 10 9 31 31 36 31 17 13 21 23 
Depreciation, ес... 4 4 4 3 20 19 19 19 10 12 12 11% 

Balance of payments on current 

Se) 1 8 | 8 ee ee ee Se ee 

Net national expenditure 100 | 100 | 100 | 100 100 | 100 | 100 | 100 100 | 100 | 100 | 100 

Net national saving . 4 5 3 6 11 11 9 10 6 |3 3 1l 
Or Ce wie 1 Maden ь 0. sl oa S: cling Brea tue 8 8 | gil ee 
Government . 1 1 2 2 1 3 3 4 —2 | —8 | — 6% 


Sources. — The figures have been derived from official and 
semi-official sources and have been adjusted to a common de- 
finition. The details of estimation are given 1n Appendix A. 


Notes. — “ Capital formation ” excludes expenditure on 
armaments and warlike stores. The figures for the balance of 
payments exclude receipts from private donations, personal 
remittances and official grants; whereas the commodities 


and services imported on ac 
in expenditure. Likewise, 
account of war reparations 
offset by a correspon 
quently, the figures for 
account do not indicate 


rather the net exports о 


from investment abroad. 


count of such grants are included 
the exports of commodities on 
enter into receipts without being - 
ding entry in expenditure. 
the balance of payments on current 
net lending or borrowing abroad but 
f goods and services plus net income 


Conse- 


а - 


net investment in the national income is 
highest in the ¢a € countrié i 


have large adverse balances on foreign account. 
This is clearly shown if net investment and the 
balance of payments expressed as percentages 
of national income are set side by side: 


Net Investment at Home and the Balance of Payments 
(In percentages of national income) 


1947 1948 
— 
Net Balance Net Balance 
invest- of invest- of 
ment payments ment payments 
INOXWay; 1 eee e2O — 17 21 — 10 
Netherlands. . . 20 — 17 17 — 9 
Sweden 17 — 8 12 — 2 
tally eee, Joker 13 — 11 12 — 6 
Denmark. . 10 — 3 14 — 2 
United Kingdom 9 — 6 11и —% 
PTancem se 9 — 4 11 — 6 
Poland 7525-43 6 — 3 6 — 
Hungary*.. . 1 6 8 5 
Czechoslovakia . — — 3 3 —\% 


a Years ending 31 July. 


The four countries, which in 1947 had the 
highest rates of net investment, also had the 
highest deficits in their foreign payments. 
Each of these four countries had a lower adverse 
balance of payments in 1948, and net invest- 
ment as a percentage of national income was 
also reduced in each case, although in lesser 


proportion. Two countries, Denmark and the 
United Kingdom, managed to increase their 
rates of net investment while improving their 
balances of payments, the improvement being 
most marked in the case of the United King- 
dom. In Hungary, there was a large increase 
in the rate of investment despite a considerable 
excess of exports (including reparation deli- 
veries) over imports on current account. 


National saving, as a percentage of national 
income, has also recovered substantially from 
the low levels of the immediate post-war 
years, but in a number of countries it is still 
considerably below pre-war. Moreover, private 
savings have diminished by comparison with 
pre-war in most countries and an increasing 
proportion of total investment was dependent 
on savings by public authorities in the form 
of budgetary surpluses on current account. 


Changes in the proportions of the national 
income do not, however, give an accurate idea 
of the changes of the real volume of invest- 
ment, partly because real national income has 
changed, but even more because the prices of 
investment goods in many countries moved 
differently from the prices of other goods. 
In Poland, for example, prices rose on the 
average 120 times between 1938 and 1947, 
while prices of investment goods only increased 
58 times. 


2. INVESTMENT IN REAL TERMS 


Investment in Fixed Capital 


Estimates of gross investment in fixed 
capital in 1938 and in post-war years expressed 
in pre-war dollars are available for fourteen 
countries and are presented in Table 33. These 
estimates were arrived at, first, by calculating 
investment in each country in terms of constant 
prices, and then by converting the figures into 
dollars of 1938 purchasing power in terms 
of industrial 20043. The estimates show that 
« few countries had already regained the 
pre-war volume of investment by 1946. In 


“1 The | methods adopted are described in more detail 
in Appendix B. 


half the countries, the pre-war level was 


exceeded by 1947, and with very few excep- 
tio 


ns, there was a further substantial increase 


‘in 1948. 


Estimates of net investment in fixed capital 
are also presented in Table 33. On the average, 
the volume of net investment in the countries 
shown was only 45 to 50 per cent of pre-war 
in 1946. By 1947, however, the volume of net 
investment in fixed capital exceeded that of 
1938 by almost 15 per cent, and by 1948 by 
about 25 per cent. The largest increase in 
the amount of investment, in relation” to 
pre-war, took place in France and the United 


Ti hi ЯВ 


47 


Table 33 
INVESTMENT IN FIXED CAPITAL 


Millions of dollars in 1938 prices 


| Gross INVESTMENT IN FIXED CAPITAL @ Мет INVESTMENT IN FIXED CAPITAL 
| 


Country 
| 1938 6 1946 1947 1948 1938 6 1946 1947 1948 
| 
Belgium . ereranienensal . 254 293 Be 98 132 
Вата seen! a ts 35 Е 33 37 5 ate — 3 1 
Czechoslovakia . 400 75 274 349 126 — 200 — 1 71 
Denmark 255 281 308 321 101 101 126 136 
France Si ae 1,658 1,869 2,105 2,160 228 479 660 670 
Bungaryes и, о. Ча xc 54 98 17 ee —4 40 
Italy vena 1,150 | 940 895 950 546 455 400 445 
Netherlands 582 360 490 525 294 125 240 260 
Norway . 357 305 373 372 111 120 183 177 
Poland 354 262 291 352 209 97 124 181 
Rumania ae Ae 40 64 т af — 20 4 
Sweden aC 636 745 830 777 200 276 351 293 
United Kingdom . 3,450 2,000 3,660 3,850 1,500 50 1,660 1,800 
Yugoslavia . LOR 72 _ 188 204 52 22 132 144 
Source. — Research and Planning Division, Economic Italy and the United Kingdom, only a part of maintenance 


Commission for Europe. For details, see Appendix B. 


_ а“ Gross investment ” includes all maintenance and repairs 
in Denmark, France, Norway and Sweden ; in Czechoslovakia, 


Kingdom ; the greatest percentage increases 
occurred in Yugoslavia, Hungary, Norway and 
Sweden. In relation to national income, the 
rate of net investment in fixed capital rose, 
on the average, from some 7 per cent in 1938 
to approximately 8 per cent of national income 
in 1948. 


For the same group of thirteen countries, 
the value of net investment in fixed capital 
amounted in total to 4,200 million pre-war 
dollars in 1948. It can be estimated that 
net investment in fixed capital in Епгоре 
as a whole, excluding Germany, was about 
5,000 million dollars.“ This is only about 
one-half the corresponding figure for the 
United States, which—also expressed in terms 
of 1938 dollars—can be estimated at about 
10,000 million dollars.* Of total European 
net investment in fixed capital in 1948 (exclud- 
ing Germany), about 36 per cent took place 
in the United Kingdom and 13 per cent in 
France. The United Kingdom and France 


thus accounted for half the capital formation 


in Europe excluding Germany in 1948. 


1 This estimate includes private investment only. 


and repairs ; in all other countries it includes only new invest- 
ment in fixed capital. 

b For Czechoslovakia, 1987; for Sweden, 
for Bulgaria, Norway and Yugoslavia, 1939. 


1938-1939 ; 


In Table 34, the estimates of net invest- 
ment in fixed capital shown in Table 33 are 
related to the estimates of the national income 
of individual countries in pre-war dollars which 


Table 34 


NET INVESTMENT IN FIXED CAPITAL 
AS PERCENTAGE OF NATIONAL INCOME 


In terms of 1938 dollar prices 


Country | 1938 | 1947 1948 
Могу, 6 5 Go = 15 24 22 
Yugoslavia ... . 5 15 15 
Denmark . =... . 8 п ll 
Netherlands... . 10 12 11 
Sweden. к 9 13 10 
United Kingdom . 8 9 9 
Italy . + 10 9 9 
ИТ & & Bo po 2 8 7 
Belgium 6 ate 
Poland . ; 6 5 5 
Hungaryors, ee 2 —% 4% 
Czechoslovakia . 5 — 

Вата, sno. a —.2 — 
Bulgaria 1 =i aa 


и 


Notre. —The figures for each country are the ratio 
between net investment in 1938 dollar prices, given т 
Table 33, and the estimates of the national income in 1938 
dollar prices shown in Table Е, Appendix A. 


—_ 
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are given in Appendix A. As Table 34 shows, 
there were wide variations in the percentage 
of the national income devoted to capital 
formation in different countries. It is evident 
that the countries with a low real income per 
head are less able to dévote their resources 
to capital formation than the countries with 
a high income per head. Apart from Yugo- 
slavia, which made an extraordinary effort 
to increase capital investment after the war, 
the highest. percentages are found among 
the countnies Of North-western Hurope, which 
have-the highest national income per head. 
As is clear from Table 32, these were also the 
ее which had the largest opportunities 


o Supplement their own resources through 
aes economic aid. The countries which 


show the largest proportionate increases since 
the war are France and Yugoslavia (which 
trebled their rates of investment in relation 
to the national income) and Hungary, which 
more than doubled it. It should be borne in 
mind, however, that for the purpose of pre- 
war comparisons, the year 1938—or any other 
particular pre-war year—may be misleading 
since the rate of net investment showed wide 
fluctuations from year to year. 


Table 35 


NET INVESTMENT IN FIXED CAPITAL 
PER HEAD OF POPULATION 


Dollars in 1938 prices 


Country | 1938 | 1946 1947 1948 
Norway ..... 38 40 59 55 
Sweden ts. 5. 32 41 52 42 
United Kingdom 31 1 33 36 
Denmark. .... oa 25 31 32 
Netherlands 34 13 25 27 
Frances one. Pee 2 5 12 16 16 
Belgium's, se). = ds 12 16 
Ltaly Of mois ac Gees 12 10 9 10 
Yugoslavia у 3 1 8 9 
Poland= saw = 6 4 5 1% 
Czechoslovakia . . 8 — 16 — 6 
ус: о о @ © 2 ie —% 4 
RUM anis. eee Ae by = == 
Bulgaria. ... . 1 —Y, — 


Note. — The figures are the та between net invest- 
ment in 1938 dollar prices given in Table 33 and population 
shown in Table E, Appendix A. 


The differences in the rate of capital forma- 
tion per head of population, as shown in 
Table 35, are even more striking. They show 
that by far the most important factor in deter- 
mining rates of investment is the amount of 
resources available ead_of population; 
individual effort and sacrifice can only com- 
pensate to a limited degree for a lack of resources. 
However, even net investment expressed in 
percentages of national income does not truly 
indicate the relative progress of different 
countries. In less developed countries the ratio 
of capital to output is lower and, therefore, 
the same percentage of output invested would 
indicate a faster rate of expansion in capital 
equipment. Moreover, investment opportun- 
ities and hence the rate of return on_a given 
amount Of investment is higher in less deve- 
loped countries, especially in industries lke 
transport which influence the costs of other 
industries. Moreover, in some countries, and 
particularly in those which suffered heavy 
physical damage in the war, there were 
considerable opportunities for “easy invest- 
ments ”, which yield a _ disproportionately 
high return; for example in the case of 
damaged or neglected plants, the replacement 
of a few items of equipment can sometimes 
restore the productivity of the whole plant. 

The level of investment which particular 
countries could achieve was limited, of course, 
by the supply of capital goods, apart from 
the willingness to save and the ability to incur 
an adverse balance of payments. In some 
countries the supply of investment goods was 
supplemented to a considerable extent by 
imports from abroad. In Norway, for example, 
35 to 40 per cent of new investment in 1947 


was covered by equipment goods imported 
from abroad. In other countries, the pro- 


———_ 
portion was much less—about one-fifth in the 


case of Bulgaria and the Netherlands, and less 
than one-tenth in the case of Denmark. On 
the other hand, in some countries the capacity 
of the investment goods industries could only 
be partially utilized for the purpose of home 
investment, since part of the output of these 
industries had to be exported in order to 
pay for imports of other goods. The net 
export of capital goods was equal to about 


py nny т 


one-quarter of total new investment in the 
United Kingdom and about one-fifth in Czecho- 
slovakia, while in Hungary, a considerable 
proportion of the output of the investment 
goods industries was exported in the form 
of reparations. 


Investment in Stocks 


The data in the tables relate to investment 
in fixed capital only, but, after the war, 
substantial net investment also took place in 
stocks of raw materials and finished goods, 
and in livestock. Such investments were parti- 
cularly large in war-damaged countries like 
the Netherlands, Norway and Poland, where 
investment in stocks amounted to 4 to 6 per 
cent of the national income in 1947. In 1948, 
however, investment in stocks tended to be 
less, partly as stocks were replenished and 
partly as speculative hoarding diminished 
especially in France and Italy. In Norway 
and Sweden, about one per cent of the 
national income was devoted to the increase 
in stocks in 1948, which is consistent with 
the normal rate of growth of production. As 
stocks became more plentiful, greater effort 


‚ could be put into investment in fixed capital 


and, generally, the financing of investment 
was made easier. 


Investment by Economic Sectors 


Estimates have also been made of the 
distribution of investment among different 
economic sectors and different industries. 
These estimates cannot be given for all 
the countries represented in the previous 
tables, and the more detailed analysis is 
limited to an even smaller number of coun- 
tries.1 The estimates, as before, are expressed 
in pre-war dollar prices. It was not possible, 
however, to estimate separately the prices 


1 The definitions of investment in individual sectors 
or industries are not always identical in the different 
countries—e.g., some countries include roads in trans- 


_ port, or workers’ dwellings in the investment of parti- 


cular industries. As far as possible, the definitions 
have been adjusted to make them comparable ; invest- 
ment in roads is included under “ other sectors ” and 
investment in workers’ accommodation under “ dwel- 


lings ”. 


applicable to investment in different economic 
sectors and in different industries. In order to 
convert the estimates expressed in current 
national prices into pre-war dollar prices, a 
uniform rate was therefore applied in the case 
of each country. To the extent that the prices 
applicable in certain sectors and industries 
have moved differently from others (for in- 
stance, in Norway, the cost of ships has risen 
considerably more in relation to pre-war than 
the cost of constructing dwellings) the esti- 
mates may thus exaggerate or understate real 
investments in different sectors or industries. 


In Tables 36 and 37, the distributions of 
eross and net investment in fixed capital for 
a number of European countries in 1947 and 
1948, are shown according to major economic 
sectors. The information on gross investment 
is more complete and more reliable than the 
estimates of net investment, but the figures 
for the different countries are not fully com- 
parable owing to the differences in definition 
mentioned earlier. 


The percentage distribution of gross invest- 
ment among the various economic sectors 
shows a marked similarity of pattern in the 
different countries. On the average, 6 per 
cent or investment in fixed capital in” 1947 
appears to have been devoted to agriculture, © 
30 per cent to mining and manufacturing 


industry, 23 per cent to transportation, 23 
per cent to dwellings, and 16 per cent to 
other sectors. The nine countries for which 
data are available for both 1947 and 1948 
show a very small increase over the two years 
in the share of investment devoted to agri- 
culture and to industry, a small fall in the 
share of transport and dwellings, and an 
increase in other sectors. 


The unusual feature of these figures is the 
relatively low investment_in_ agriculture апа 
the high level of investment in transport. In 
most countries the share of agriculture in total 
investment was not at all commensurate 
with the importance of agriculture in Фе’ 


1 It should be remembered that the differences in 
the definition of gross investment may also affect the 
distribution of investment between various sectors 
because of the varying importance of repairs and main- 
tenance in different sectors. 
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Table 36 


GROSS INVESTMENT IN FIXED CAPITAL BY SECTORS OF THE ECONOMY? 


Millions of dollars in 1938 prices 


en ee ee ПИ 


BELGIUM | 


BULGARIA CZECHOSLOVAKIA DENMARK 
1 
1947 | 1947 1948 1947 | 1948 1947 | 1948 
Sector 
ae ped Dex Millions : ge Millions : i Per ar ig ne ork Per ian 9 Per 
dollars : 27| dollars ! СИ Stars : cent! aollars : СИ dollars | ©") dollars | 67 dollars : °” 
Agriculture and HS eins 412 ап oo dewdhe | tas: Бодеонаы ООО 
Industry. 79 :27 ie aap 8.99: Me 426i) 0 Зоо jeep AT pu 0 eatin 
Transportation . 85 : 29 8 : 24 8 : 22 66 24 82 : г al 141149 Ме ь 
Other sectors and government 55 19 6 : 18 Те У 41 : 16 63 :1 
Dwellings . 66 | 22 8 25| 10 2} 80 29] 113 me 87 .29| 94 = 30 
Torat. 293 100| 33 100 100 274 100) 349 100| 308 100| 321 100 
France ? Huncary Iraty Norway 
1947 1948 1947 1948 1947 1947 | 1948 
а ; Per pare : Per pe Poy eee : on aed Eee ain Pee peer Pn 
dollars | €"#| dollars С | dollars | бе dollars | "| dollars : "4! dollars | °"| dollars : emt 
Agriculture and ae es 140 = 10 170 Il 3 5 Oe ang 70 : 8 42 с 11 57 с 16 
Industry. ' 300 i 27| 500 :39| 22 41| 37 {38| 390 (43| 91 15| 96 | 26 
Transportation . 450 : 31 360 =. 24 10. 19 20 : 20 270 30 158 : 41 150 =. 20 
Other sectors and government 10:5 60 : 4 15 :27 24 : 25 105 : 12 34 eo: 20 : 6 
Dwellings . 400 : 27 340 : 22 415 Sener o 65 - 7 Е! 49 13 
> + Doran. 1,450 100| 1,520 100| 54 100) 98 100} 900 100| 373 100| 372 100 
: : : 3 | : : к 
| р PoLanD SWEDEN Омтер Kinepom 
1947 1947 - 1948 1947 | 1948 1947 | 1948 
о Per Ailing 3 Per Millions Pe a Millions : Per Millions | Per “ere Pe 
dollars : "| dollars : ©!) dollars | ©] dollars | °¢"4| dollars : cent о : Cent! dollars : cent 
Agriculture and fishing . 40: &|,.20 i 7 | 30001] “sores м оз] оО о 
Industry. мо: 29 93 ; 32 122 : 34 НИ И 294 : 38 |1,080 : 30 |1,150 : 30 
Transportation . 260 | 53 79 :27 67 {19| 161 :19| 158 :20| 600 : 16| 620 : 16 
Other sectors and government 40 : 14 59 : 17 12 ng 84 :11| 8604 23| 970 : 26 
Dwellings . 50 : 10 59 «=: 20 68879 231^ : 28 178 : 23 970 : 27 940 : 24 
Toran. 490 100 | 291 100) 352 100| 830 100) 777 100 [3,660 100|3,850 100 


Source. — Research and Planning Division, Economic 
Commission for Europe. For details, see Appendix B. 


а The definition of gross investment varies from country 
to country. See text. 


¢ Of which fishing and whaling account for $21 million 


or 5.5 per cent of the total in 1947 and for $10 million or 4 per 
cent of the total in 1948. 


а Including miscellaneous items which could not be 


b Excluding maintenance. allocated to other sectors. 
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Table 37 


ESTIMATED NET INVESTMENT IN FIXED CAPITAL BY SECTORS OF THE ECONOMY 


Millions of dollars in 1938 prices 


a Be ee eS ee ee eee ee 


Ве С7ЕСНО- 
Sante ELGIUM BULGARIA Behe che DENMARK FRANCE Huncary 
1947 1947 | 1948 1947 | 1948 | 1947 | 1948 1947 1947 | 1948 
2 alae and fishing - | 6 — 13 |—11 |— 21 |—19 12 16 — —11 |— 6 
oe ustty- ..--.-. С 21 3 3 |— 85 |— 82 12 21 210 4 — 4 10 
PANSHOTEALIONG<te sob shy 54 6 у 42 57 230 3 3 
Other sectors and government . 34 6 6 18 39 | =o eo | 13 Г 
Dwellings ... 17 25241 45 | fred 55 |4 | 2a eee et 
TOTAL 132 — 3 1—1 71 126 | 136 660 — 4 40 
NETHER- 
ITaty heen Norway PoLAND SWEDEN Bg 
1947 1947 1947 | 1948 1947 | 1948 1947 | 1948 1947 | 1948 
Agriculture and fishing .... . Me 25 10¢ 23¢— 5 11 re 58 
Industry . 23 Gs Е 140 85 49 51 14 41 128 103 | 
PTANISPOTUatiON и ее. a 86 73 1 64 te -. |210, №320 
Other sectors and government . at | ute | 16 10 19 36 
ПНА о ое ee 55 20 22 20 19 29 540] 480 
О и Ве с | 400 240 183 177 124 


181 | 351 | 293 | 1,660) 1,800 


ое ее оо ОЙ eee eee 


Source. —Research and Planning Division, Economic 
Commission for Europe. For details, see Appendix B. 


а Plant and equipment only. 


national economy. In a number of countries, 
as Table 37 shows, net investment of fixed 
capital in agriculture in both 1947 and 1948 
appears to have been negative, although this 
may have been offset by the increase in livestock 
numbers, which, in most cases, are not included 
in the figures. The low priority accorded to agri- 
culture was а common feature in the early post- 
war investment plans, and even now, only afew 
European countries (such as France and the 
United Kingdom) appear to show adequate 
appreciation _in_ their fa. | 

of agricultural investment. 

Gross investment in transport in 1947 and 
1948. was, on the other hand, nearly as large 
as gross investment in manufacturing industry, 
and net investment in transport, in the coun- 
tries for which data are available, was defi- 
nitely larger than net investment in manufac- 
turing industry. In normal circumstances, in- 
vestment in transport is much smaller than in 
industry : in the United States, for example, 


b Including industrial buildings. 


_ с Of which fishing and whaling account for $8 million 
in 1947 and $5 million in 1948. 


expenditure on new plant and equipment for 
transport was, in 1947, equal to only one-sixth 
of investment in industry... However,. in 
Europe, the heavy destruction of railways and 
shipping during the war has made large-scale 
investment 1n tra. essential to the restora- 
tion of the economic system. 


The distribution of gross investment among 
the different branches of industry in 1947 in 
four Western European and three Eastern 
European countries is shown in Table 38. 
Here again, a remarkable similarity of pattern 
may be observed. The figures reflect the high 
priority given in all countries to the industries 
which mainly produce capital_goods: about 
two-thirds of the total investment in manufac- 
turing industry was devoted to the iron and 
steel, engineering, chemicals, building mate- 
rials and timber industries, while the consumers’ 
goods industries accounted for only one-third 


1 Survey of Ourrent Business, U.S. Department of 
Commerce, October 1948, page 10. 
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Table 39 


ESTIMATED NET INVESTMENT IN FIXED CAPITAL IN INDUSTRY IN 1947 
Millions of dollars in 1938 prices and percentages of the value of capital 


Commission for Europe. For details, see Appendix B. 


of the total. The iron and steel and engineering 
industries alone took up about 40 per cent of 
the total (the proportion varying between 
31 and 53 per cent) and, together with the 
chemical industries, they accounted for more 
than half the total gross investment. 1 


Data on investment in industry other than 
manufacturing are available for only a few 
countries. They show, however, that the rate 
of investment in the fuel and power industries, 
in particular in coal mining and electric power 
generating, was high in relation to investment 
in manufacturing. Thus, investment in electric 
power stations alone averaged some 22 per 
cent of investment in manufacturing industry. 


1The following figures for France and the United 
Kingdom—two countries for which only partial data 
are available—indicate that investment in the fuel and 
power and iron and steel industries was about the same 
in the two countries, although (as is indicated in 
Table 36 above) total industrial investment in the 
United Kingdom was about twice as large as in France: 


Gross Investment in Fixed Capital in Selected 
Industries, 1948 


(Millions of dollars in 1938 prices) 


France United Kingdom 
Coalamining 2.) - 105 50 
Electricity and gas . 175 250 
Petroleum refining 50 20 
Iron and steel «=: -`- 45 ey St 
TOTAL . 375 395 
Source. — Commissariat général du Plan. Economic Survey 


for 1949 (Cmd. 7647). 
a Including coke ovens. 


| SWEDEN DENMARK Huneary а POLAND 
oe Net Rate Net Rate Net Rat 
Sector investment} 0 investment of _|investment of ¢ tere er 
(millions | growth) (millions | growth| (millions | growih| (millions | growth 
й | (per о (рег of (per of (per 
ollars) | cent) | dollars) | cent) | dollars) | cent) | dollars) | cent) 
Food processing, etc. . Ив 
а и оО НАТ : 31 : — = — = 
Textiles and clothing . Обь © 8.9 И — 5 : 1 ее as т 
Peammerana гово  . и... 3.2 6Y, 0.1 p G о are || | 
aperanaunrintine ener is. <6.) ss Зы 6.8 1%, ; Ze — 0.4 Е: о т 
Timber and timber products. ....... 97 10 р 0.7 з — 0.1 —2 г 0.2 i 
Виа materials ete... . . . 6 s + =o. 15.2 15 2.5 5% — 0.7 —2 — 1.0 — a 
ieee Е». 57.2 9 5.8 6% 5.3 5% 7.4 4% 
emicals . . eee. TA 2S. Sl 9.3 | 10% 3.26) д 0.5 1 6.2 6% 
Total manufacturing . 116.6 7% 12.0 2 3.5 1 Пот! i 
Electric POW OE eae ie we ee > ll 22 3 — 3.5 |-—1% 
Coal ie eek ET. — — 1.8 6 14.4 2 
ЕТ ое О Па — — 0.5 11 2.0 зи 
Source. — Research and Planning Division, Economic а 1947/48. 


b Including paper and printing. 
The Rate of Growth of Capital 


To appreciate the significance of these 
figures it is necessary to relate them to the 
total stock of capital so as to obtain an approxi- 
mate measure of the rates of growth which 
they represent. Estimates of the stock of 
capital in the various branches of industry are 
available only for Denmark, Hungary, Poland 
and Sweden. The net investment in fixed 
capital in these countries in 1947, together with 
the rates of growth they represent, are shown 
in Table 39. These indicate that in all four 
countries the growth of capital was concen- 
trated in the capital goods industries. Thus, the 
figures show high rates of growth for the 
chemical industry in Denmark, Poland and 
Sweden, for the building materials industry in 
Denmark and Sweden, and for the iron and 
steel and engineering industries in all four 
countries. In Hungary and Poland, net 
investment was negative in a number of 
industries, so that the overall rate of growth 
in manufacturing industry was small. In 
Denmark, too, net investment was negligible 
in the consumers’ goods industries, Sweden 
showed a high rate of growth in most industries 
and in 1947 was among the countries with the 
highest rates of growth of capital in manufac- 
turing industry in Europe. 


а 


Estimates of the rate of growth of capital 
in industry as а whole (mining, power produc- 
tion and manufacturing) have been made for 
a number of countries and are shown in the 
following figures : 


The Rate of Growth of Capital in Industry а 
(In percentages of estimated stock of capital) 


1947 1948 

Denmark %..9.7.. 9-002) 2 3 
INOMWENG 6 o 6 o o € 7 8 
Sweden... че нее 7% 6 
Васина. В во 2 

Frances 90 ое 3% 

фауны к ces eres 3 

Netherlands. .... 5 

Виата Е. и. 3 3 
Czechoslovakia ... —2 — 2 
Jali ehwe 4 soa в —1 1 
Poland=a. «82 4 1 2 


а Mining, power production, manufacturing and handi- 
crafts. 


The highest rates of growth, 5 to 8 per cent, 
are shown by the Netherlands, Norway and 
Sweden, while Belgium, Bulgaria, Denmark, 
France, Italy and (ш. 1948) Poland show 
moderate rates of growth of 2 to 4 per cent. 
In 1948, there was positive net investment in 
industry in Hungary, where it had previously 
been negative, but in Czechoslovakia net invest- 
ment remained negative. 


It must be borne in mind that the rate of 
growth of capital, calculated as the ratio of 
net investment to the value of capital stock, 
does not, in the short run, give a true indica- 
tion of the rate of growth of productive capa- 
city. The proportion of investment devoted 
to actual replacement may be considerably 
less than the true economic depreciation in 
cases where the greater part of the capital 
stock is comparatively new. In such cases, 
productive capacity would tend to increase 
faster than the net investment figures would 
indicate. On the other hand, actual replace- 
ment may exceed depreciation if, on account 
of the lack of replacement in the past, an 
abnormally high proportion of capital equip- 
ment needs to be replaced. Finally, in coun- 
tries where a part of investment is devoted to 
repairing physical damage, the rise in produc- 


tive capacity, as mentioned earlier, may be 
out of proportion to the cost of investment. 
This may still have been an important factor 
in 1947, whereas in most countries it was 
probably less important in 1948. 


Changes in Physical Capacity 


The estimates relating to the value of invest- 
ment can be supplemented in certain cases by 
figures relating to the increase in the physical 
stock of capital. Table 40 shows the number 
of dwellings constructed before the war and 
during the post-war years. Owing to the 
cessation of building activity during the war, 
in most countries (with the exception of neutral 
countries like Sweden and Switzerland), few 
houses were built and housing activity was 
generally low in 1946. By 1948, however, the 
rate of completion of dwellings was in most 
countries approaching the pre-war level, but 
in the United Kingdom the number of dwellings 
completed, including temporary houses, was 
only two-thirds of the pre-war figure. Con- 


sidered in relation to the total number of exis. 
titlg houses, the rate of construction in 1948 
amounted to 2 to 3 per cent of the total 
number of dwellings in Norway and Sweden, 
to I to 2 per cent in Denmark, the Netherlands, 
Switzerland and the United Kingdom and to 


less than one per cent in Belgium and Czecho- 
slovakia. 


Estimates of merchant fleets and of railway 
rolling-stock and of electric generating capa- 
city are also available for a number of Euro- 
pean countries and are shown in Appendix C. 
The changes that have taken place in Europe 
(excluding Germany) since 1938 can be sum- 
marized in the following figures : 


Indicators of Physical Capacity а 
(Europe excluding Germany) 
1938 1947 1948 


Merchant ships (tons) . . . 100% 80 88 
Locomotives (numbers). . . 100 93 90¢ 
Wagons (numbers). . .. . 100 91 91¢ 
Electric generating capacity 

Кома ме ee, 100 125 134 


а Figures refer to mid-years in the case of merchant ships, 
and to end-years in the case of locomotives, wagons and 
electric generating capacity. 
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Table 40 
CONSTRUCTION OF DWELLINGS 


ea cn a ee 


DWELLINGS COMPLETED 
(Thousand units а) 


INDEX NUMBERS New DwELLiInes As PERCENTAGE 


Country (Pre-war уеат = 1005) oF ExistiInc DWELLINGS 
Pre-war 
ven? 1946 | 1947 | 1948 1946 | 1947 | 1948 mee i 1946 1947 1948 
ПИ обес 16 9 13 20 60 81 127 
$ 0.6 .4 5 5 
Czechoslovakia . . ... 38 AG 29 ae 76 1.1 : : 2 Е. 
Denmark @ . =... 21 ae 10 18 46 83 1.9 ie 0.8 1.5 
Netherlands ..... 38 2 9 33 4 24 85 1.9 0.1 0.4 1.6 
САИ © sl. <pcee 16 7 15 15 42 94 96 2.1 0.9 2.0 YM 
Sweden RP Se! chores 42 te 56 53 ols 133 126 2.0 2.5 2.4 
Switzerland дл А 9 п 14 Fes 123 154 aS 0.8 a 1.2 1.6 
United Kingdom / Ay ae 359 138 186 244 39 52 68 2 Ут 1.4 1.9 


| 


Sources. — The figures have been taken from national 
statistics supplemented by data furnished to the Housing 
Sub-Committee, Economic Commission for Europe. For 
details, see Appendix B. 


_ ай must be remembered that the average size of dwel- 
lings is not the same in each country and varies from year to 
year. 


The tonnage of merchant ships and railway 
rolling-stock numbers appear to be still about 
one-tenth below pre-war, whereas electric 
generating capacity is about one-third higher. 
The increase in generating capacity between 
1947 and 1948 was 7% per cent, while increase 
in merchant shipping tonnage was 101% per 
cent. In the case of railway rolling-stock, 
there was no increase in total numbers between 
1947 and 1948 and there was, in fact, an actual 
decrease in the number of locomotives. This, 
however, appears to have been the result of 
the heavy scrapping of obsolete equipment 
which has taken place in a number of countries 
as supplies of new equipment have improved. 
Thus, while there was no rise in numbers the 
carrying capacity of rolling-stock increased. 
Moreover, carrying capacity was further im- 
proved in the same period by the reduction in 
the number of wagons and locomotives await- 
ing repair. 


Conclusions 


The above analysis of capital investment in 
the European countries suggests three main 


conclusions. First, it shows that the rate of 


capital formation in Europe, although about 
pie 


b Pre-war year for Netherlands, 1938 ; for Sweden, 1938/39 ; 
ce United Kingdom, 1935-1988 average ; for other countries, 
939. 


с New dwellings authorized. 

а Excluding rural dwellings. 

e New dwellings in communities of over 2,000 inhabitants. 
f Excluding Northern Ireland. 


one-quarter higher in 1948 than in 1938, is 
still relatively low; in industry the rate ‘Of 
erowth of capital cou ardly have exceeded 
3 per cent in the year. Secondly, the rate of 
‘capital formation in relation both to production 


and to existing stocks of capital was appre- 
ciably higher in the more developed countries 
of Hurope than in the less developed countries, 
which suggests that the existing disparities 
in the extent to which resources are matched 
by capital equipment in different areas of 
Europe are growing rather than diminishing. 
Finally, the similarity in the patterns of 
industrial investment of the various countries 


—with its strong emphasis on the heavy 
industries in all cases—indicates that capital 


investment is allocated as if the economy of 
each country were regarded as a self-contained 
entity, ато са _ dév ment_of 
industries within its national boundaries rather 
than a bal urope ag a 
whole. There can be little doubt that, with 
— ‘ : 5 or 
greater co-ordination of the investment plans 


of the various countrl n 
investment could be considerably 


capita 
enhanced by increased specialization Of 1 - 
tria opment. 

eee el 


Chapter 4 


THE GENERAL PATTERN OF TRADE? 


1. Export AND IMPORT TRENDS 


The Volume of Trade 


In 1948, the total foreign trade of European 
countries continued to increase in comparison 
with the two preceding years, but remained 
appreciably less than before the war. Although 
the upward movement from 1947 to 1948 was 
more pronounced on the side of exports, they 
remained about 18 per cent lower than in 
1938, compared with a reduction of 14 per cent 
in imports. These estimates are based on 
changes in Europe’s trade measured in con- 


stant (1938) prices, since post-war nominal’ 


dollar values are seriously inflated by the 
general rise in prices. Estimates of trade both 
in current and constant prices are presented in 
Table 41 together with the corresponding 
indices of changes in prices and volumes. 
Price changes are important in themselves 
because of their effects both on the develop- 
ment of trade and production and on the 
balance of payments. These aspects of price 
changes will be examined subsequently. In 
the present chapter, data are expressed as far 
as possible in constant prices in order to show 
the basic trends in the volume of trade un- 
distorted by price changes. 


Table 41 shows a considerable shift in Euro- 
pean exports and imports away trom Purope 
and towards overseas countries in the post-war 
périod Compared with 1938. Heavier depen- 
dence on imports from abroad was inevitable 
in "the early post-war_years of general shor- 
tage in Europe. The necessity for procuring 


supplies from overseas has in turn influenced 
the relative shift in European exports to over- 


1 Throughout this chapter the data on Europe’s 
trade include the trade of the U.S.S.R., unless it is stated 
to the contrary. 


seas areas. As far as exports are concerned, 
this shift was moderately accentuated in 1948, 
the volume of shipments to overseas countries 
somewhat exceeding the 1938 level, while the 
volume of intra-European trade remained some 
30 per cent below the pre-war level. Never- 
theless, the increase in intra-European trade 
from the extremely low levels of the immediate 
post-war years was one of the factors permitting 
a substantial reduction during 1948 in both 
the absolute and the relative amounts of 
European imports obtained from overseas 
compared with the two preceding years. 


Current Movements of Exports and Imports 


A closer view of recent trends in European 
trade may be obtained from the quarterly 
export and import indices presented in Table 
42. These figures relate to the total exporis 
and total imports of each country, since sepa- 
rate indices are not available for intra-Euro- 
pean trade and trade with overseas countries. 
Movements in the indices of total exports and 
total imports are moreover sharply affected by 
seasonal variations in the various national 
indices. Hence, the basic trends in exports 
and imports can best be examined by a com- 
parison of corresponding quarters from year 
to year. From the summary figures in Table 43 
it may be noted that, over the period 1946- 
1948, the increase in exports from a given 
quarter of one year to the same quarter of 
the following year has, with two exceptions, 
been within the range of 16 to 20 points in 
the index, and has shown a fairly steady rate 
of increase of 27 per cent per annum. In con- 
trast to this sustained upward movement of 
exports, imports appear to have levelled off 
since the middle of 1947. Although the avail- 


Иер ЯРУ 


а о 
Table 41 
EUROPE’S TRADE IN CURRENT AND CONSTANT PRICES 


TRADE WITH Non- INTRA-EUROPEAN Tora 
L TRADE D 
EUROPEAN COUNTRIES TRADE OF EUROPE oe Tata 
Year Milli ;. : : 
illions Index | Millions | ‘Inde Millions = Trade with| _ Intra- 
acts ИИ | аби ищете | ее” timbers, Поттере Ruropenn 
= ollars (1938=100)| dollars : = а. trade 
:( )| dollars (1938=100)|| (per cent) (per cent) 
In current f.o.b. Price Price Price 
prices : | (Unit value) (Unit value) (Unit value) 
1938 Imports . . 5,548 100 12,460 : 
: > : ; 100 45 
Exports . . | 3,718 100 Ble = 200 10,630 100 35 a 
1946 Imports . . 9,494 : 177 15,625 | 184 
> : С > : 61 
Exports . . 4,285 | 186 ео 10,416 191 41 6 
1947 Imports . . о. 217 22,380 | 221 6 
; 2, 1 39 
Exports .. 6,382 : 212 ро Ag 15,043 : 221 42 58 
1948а Imports . . 14,549: 244 25,995 242 56 44 
Exports . . 8,605 221 ati 239 20,051 : 230 43 57 
In 1938 f.0.b. prices : Volume Volume : Volume 
1938 Imports. . | 5,548 100 Ре ) She 12,460 100 45 55 
Exports . . 3,718: 100 te 10,630: 100 35 65 
1946 Imports. . | 5,350 | 92 т oa 8,500 | 67 63 37 
Exports . . 2,300: 62 а 5,450 | 51 42 58 
1947 Imports. . | 6,320 114 b sagt к. 10,109 81 63 37 
Exports . . 3,013. : 81 4 i 6,802 : 64 44 56 
1948¢Imports .. | 5,960 107 о к. 10,757 : 86 55 45 
Exports . . 3,886 : 105 : 8,699 | 82 45 55 


Source. — Research and Planning Division, Economic Commission for Europe. For details of methods of computation, 


see Appendix B. 


able quarterly index figures do not permit a 
break-down of imports according to origin, it 
may be concluded from Table 41 that the 
behaviour of total imports since the middle of 
1947 reflects a decline in imports from over- 
seas offset by ап increase in imports from 
within Europe. 

It is apparent from the national indices given 
in Table 42 that the United Kingdom _has 
accounted for much of the recovery of Kur n 


exports, having attained in the last_ quarter 
of 1948 an export volume е uivalen 


per cent of 1938.1 Although starting from a 
ee оч 


1The volume index for exports from the United 
Kingdom showed a further sharp rise to 160 per cent of 
1938 in January 1949, but fell back to 143 per cent in 
February 1949. 


a Provisional, based on figures for less than the full year. 


lower post-war level, other European countries 
have, however, registered an even sharper rate 
of growth in exports and, if Germany is ex- 
cluded from the group, they attained in the 
aggregate an export volume equal to 92 per 
cent of 1938 in the last quarter of 1948, as is 
clearly visible in Chart 2. On the side of 
imports, Chart 3 shows that the low post-war 
level of total imports into Europe compared 
with 1938 is primarl ue to the reduction 
of Imports into Germany and the United 
Kingdom. mports im Other European 
countries, taken аз а group, were above the 
— > ee Pe 

pre-war volume in_ 1947, but have since 


declined moderately. 


Table 42 


QUARTERLY MOVEMENTS IN THE VOLUME OF IMPORTS AND EXPORTS 
OF EUROPEAN COUNTRIES 


Index Numbers — 1938 = 100 


7086 1947 1948 1947 1948 _ 
First |S а Third Fourth First |Second| Third |Fourth 
jae wd in Шо cee ее quar- | quar- | quar- | quar- | quar- | quar- | Year Year 0 
of dollars а ter ter ter ter _ter ter ter ter x 
he 81 
; + 3,732 вт | 78 | 88 | 77 | 80 | 81 | 82 | 80 77 
United Kingdom. . eee 2,291 101 | 102 | 114 | 118 | 126 | 134 | 138 | 147 | 109 | -136 
sen bad 128 
Imports 183 92 |117 | 141 | 147 | 138 | 136 | 103 124 
Ireland > Exports 118 52 | 62 | so | 85 | 62 | 57 | 76 70 67 
Import 1,198 101 | 131 | 103 | 93 | 88¢| 111 | 105 | 108 | 107 103 с 
а Ее 863 77 | 94 | 82 | 87 | 604} 107 |. 04. | 106 85 94 с 
Imports 732 69 84 82 88 81 
Netherlands . beurre 579 а" 40| 641072 54 
Imports 702 99 | 98 | 105 | 133 | 107 | 103 | 101 | 108 | 109 105 
Belgium-Luxemburg. рхрона 721 61 | 77 | 67 |° 66 |-81 | 93 | 93 |117 | 65 96 
Imports 340 127 | 150 | 143 | 168 | 165 | 158 | 128 | 135 | 147 146 
Switzerland ты 301 108 |115 |1 |196 | 106 | 124 | 121 |152 | 115 126 
Imports 519 123 106 
Italy : ро 549 54 84 
Imports 121 69 | 98 | 136 | 106 | 101 | 93 | 124 102 122 
eG) ° Exports 122 | 122 | 89 | 63 | 82 | 70 | в | 59 89 73 
Imports 308 80 81 
Denmark ; Е ур 335 67 72 
Imports 472 102 | 128 | 149 | 121 | 104 | 118 | 112 | 101 | 125 109 
о, ° Exports 463 48 | 70 | 88 | 90 | 60 | 81 | 85 | 95 74 80 
Imports 262 118 | 137 | 113 | 106 | 82 | 98 | 95 | 1234] 119 100 
Е ` Exports 193 71795 | 70 авт. | 83 88 ато о 85 
Imports 163 49 | 49 |-77 | 86| т | 99 | 78 | па| 66 80 
Be: - Exports 181 40 | 75 | 66 | 68 | 67 | 67 | 58 = 62 64 
: Imports 263 5 56 о a a a: AE a 
ESE - Exports 171 16 $26 | 30. о ag allel: huge 29 
Imports 262 60 | 90 | 90 | 96 | 121 | 112 | 98 84 118 
О es as 358 40-| 57 | 50 | 73 | 63 | 74 | 68 55 74 
aor a Imports 231 94 | 173 | 124 | 124 | 145 | 150 | 123 | 1327 | 128 108 
° Exports 223 34 | 50 | 65 | 63 | 76 | 92 | 104 | 917| 55 99 
Imports 116 43 48 54 63 67 62 59 58 / 52 62 
Ио ° Exports 148 Е ие 36 
: Imports 46 23657 [110281789 89 71 
Bulgaria # . - Exports 62 29 | 43 | 53 | 66 | 70 48 
Imports | 12,460 69 | 84 | 86 | 86 | 84 | 88 | 85 | 88 81 86 
h > 
ОВ ходе 10680 55 | 64 | 66-171 -|- 79-4 89-1 82 | 91 64 82 
а о. 1 т | нь Se IM 


Sources. — The volume indices for individual countries 


с See Appendix В. 


are based on national statistics. The index for the whole of 
Europe was calculated in the Research and Planning Division, 
Economic Commission for Europe. For details of the methods 
of computation, see Appendix B. 


а The values of both imports and exports are shown on 
an f.o.b. basis. 


> Where figures for the whole year were not available, the 
annual average has been based on indices covering part of 


the year and on import and export trends for the remainder 
of the year. , 


4 Average of two months. 

e Base of the index numbers : 1937. 

f October only. 

& Base of the index numbers: 1939. 

h The value of imports and exports in 1988 includes the 


0.5.5.8. and other European countries not listed in the table. 


Similarly, indices for total Europe in 1947 and in 1948 include 
rough estimates for these countries. 
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Chart 2 


POST-WAR TRENDS IN EUROPEAN 


EXPORTS COMPARED WITH 1938 


Quarterly movements expressed as annual rates in 1938 f.0.b. prices 


Thousand ‘millions 
of dollars 


1938 1946 


Table 43 


QUARTERLY MOVEMENTS 
IN THE VOLUME OF 
EUROPE’S TOTAL IMPORTS AND EXPORTS 


Index numbers — 1938 = 100 


о 


Quarter 1946 | 1947 1948 
| 
Imports : 
First quarter .. . 56 69 84 
Second quarter . . 68 84 88 
Third quarter... . 68 86 85 
Fourth quarter. . 76 86 88 
Exports : 
First quarter .. . 39 55 72 
Second quarter . . 48 64 82 
Third quarter .. . 54 66 82 
Fourth quarter . . 63 71 91 


ee НЕС ИИ 
Source. — The figures for 1947 and 1948 are derived from 
Table 42. 
The figures for 1946 have been taken from last year’s 
Survey and are not strictly comparable with those for 1947 
and for 1948. 


excluding United Kingdom and Germany 
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1947 1948 


The recent trends in European exports and 
imports thus reflect marked progress towards 
equilibrium in trade. The rise in total exports 
noted in the quarterly comparisons given above 
is equivalent to an annual rate of increase of 
about $1,600 million at 1938 prices (or about 15 
per cent of exports in the base year of the 
index). If this rate of increase is maintained, 
exports would become equal in value to the 
1948 level of imports by the middle of 1950, 
assuming that export and import prices stand 
in the same relationship to each other (even 
though at higher absolute levels) as that which 
prevailed in 1938. To equal 1938 import levels, 
the recent rate of export expansion wou a 
to be continued until the middle of 1951. For 
the purpose of this calculation, it may be 
supposed either that the additional exports are 
sold overseas and thus help to pay for overseas 
imports or that they are sold within Europe 
and serve to displace imports from overseas. 


RI) 


Chart 3 


POST-WAR TRENDS IN EUROPEAN IMPORTS COMPARED WITH 1938 
Quarterly movements expressed as annual rates in 1938 f.0.b. prices 


Thousand millions 
of dollars 


European countries 


All European countries 
excluding United Kingdom 


Simple projections of this nature cannot, of 
course, be made without taking into account 
the difficulties that may emerge in enlarging 
export markets and the need for increased 
imports of raw materials to support an increase 
in production for export. Account must also 


All European countries 


All European countries 
excluding United Kingdom and Germany 
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1947 


be taken of major geographic differences in 
the origin of imports and in the destination of 
exports. These differences give rise, however, 
to fundamental questions concerning multi- 
lateral trade and the convertibility of currencies 
which will be analysed in subsequent chapters. 


2. TRADE IN RELATION TO PRODUCTION 


The general view of progress towards trade 
‘recovery in 1948 appears to be supported by 
a comparison of recent trends in exports, 
imports, and production in Europe. Low levels 
of production in the early post-war period 
necessarily meant a still sharper reduction in 
the supply of goods available for export. As 
production recovered, exports increased still 


о 


faster. These trends are brought out in Chart 4, 
which shows the narrowing of the gap between 
the volume of industrial production and the 
volume of exports. It will also be noted that 
the increase in production was accompanied, 
after the middle of 1947, by a relative decline 
in imports. Various factors contributed tothe 


decline in imports in relation to production, 


| 


| 
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Chart 4 


RELATIVE MOVEMENTS OF INDUSTRIAL 
PRODUCTION, IMPORTS AND EXPORTS а 


Index Numbers: 1938 = 100 (logarithmic scale) 


а Europe, excluding the U.S.S.R. 


including not only decreased import require- 
ments as home production has recovered, but 
also the lessening of inflationary pressure, 


restrictions on imports of consumers’ goods, fronted with the lar- 


the curtailment of post-war relief programmes, 
export licensing policy in the United States 
and the completion of certain large post-war 
deliveries of capital equipment. The commodity 
analysis in a subsequent section also shows 
that increases in industrial production during 
1948 were achieved with a relatively lower 
dependence on imported raw materials in 
comparison with bo an .  Eco- 
nomies in this direction cannot be expected to 
continue indefinitely. Further increases in 
production and in exports may therefore be 


accompanied by rising imports of raw materials, 
although these may be offset by the reduction 
of imports of other classes of goods. 


Similar trends in the relative movements 
of production, exports and imports are like- 
wise brought out in Table 44, which has the 
advantage of including agricultural commo- 
dities in production (as they are in the trade 
figures), but for this reason the figures can 
be presented only on an annual basis. In 
this comparison, exports and imports in 1948 
appear to be closer to their pre-war relation 
to’ total production than to industrial pro- 
duction alone, because of the lower degree 
of recovery in agriculture. 


The comparisons which have been drawn 
between trade and production can be regarded 
only as the composite results of varying trends 
in different countries. When the corresponding 
data for individual countries are examined 
separately in the accompanying charts, the 
difficulty of establishing generalizations be- 
comes apparent. Аз the analysis in Chapter 1 
of this SuRVEY has shown, the rise in pro- 
duction from 1947 to 1948 was general and 
most countries reached or exceeded their 1938 
volume of output. Most of them likewise in- 
creased their exports more or less on a parallel 
with the rise in production from 1947 to 
1948, but with exports commonly much lower 
than production in relation to pre-war. The 
behaviour of imports varied more widely, both 
in the direction of the movements recorded 
and in their relationship to pre-war levels. 


The United King- 


SS Chart 5 A 
dom, which is con- 


UNITED KINGDOM 


gest adjustment pro- 


blem in absolute 
terms, exhibits the 
most pronounced He 


adaptation to its 
changed post-war si- 
tuation. Production 
in 1948 was substan- 
tially highe an in 
1938, the rise in ex- “зв 1947 1948 
ports was relatively Volume index — 1938 = 100 


: Р = Production 
sharper (being equal | = Imports Е = Exports 
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Table 44 


TOTAL IMPORTS AND TOTAL EXPORTS 
IN RELATION TO THE PRODUCTION 
OF COMMODITIES IN EUROPE < 


Millions of dollars in 1938 prices 


Item | 1938 | 1947 | 19485 

| 
Production of commodities с 45,947 | 36,010 | 41,129 
hota exports. 60k. At nae bs 10,265 | 6,624] 8,371 
Ratio of exports to production 22 18 20 
Motaleimports; ее © ООВ в 12,132 | 9,873 | 10,506 
Ratio of imports to production 26 27 26 


Source. — The figures are derived from Tables 46 and 16. 

a Excluding the U.S.S.R. Imports and exports include 
trade among European countries as well as the trade of 
European countries with non-European countries. 

6 Provisional, based on figures for less than the full year. 

с Including both agricultural and industrial production. 

а Е.о.Ъ. prices. 


to more than half of the total increase in 
the pre-war level. Because of its large share 
in’ the total trade of Europe, the relatively 
high level of the United Kingdom’s exports 
and the low level of its imports in 1948 weigh 
heavily in the aggregate movements which 
have been presented in Charts 2 and 3 and 


Table 44, and make them unrepresentative 
of European countries in general. 


Chart 5 B 
SwITZERLAND 


Apart from the Uni- 
ted Kingdom, Switzer- 
land was the only 
other country to re- 
gister an increase in 
exports in both 1947 
and 1948 compared 
with pre-war. It 


United Kingdom, how- 
ever, in that the rise 
in exports ш the 
post-war period was 
very muchsmaller than 
the rise in production, 
while the increase in imports was relatively 
much greater. Switzerland is also, of course, 
almost unique among European countries in 
that it has suffered no apparent strain in its 
balance of payments since the war, although 
even in this instance there has been a large 
current account deficit offset by capital move- 
ments. 


1908 
Volume index —1938 = 100 
P = Production 


|=Imports E = Exports 


Three other countries—Belgium-Luxemburg, 
Norway and Sweden—may be grouped together 
because of certain broad similarities in their 


Chart 5 C 


SWEDEN NORWAY 
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BELGIUM-LUXEMBURG POLAND 


Volume indices — 1938 = 100 


P = Production 


post-war developments. In comparison with 
1938, they have all tended to show higher 
levels of production in the post-war period, 
accompanied, however, by smaller exports and 
greater imports, the net effect being a sub- 
stantially larger volume of goods available for 
home use. But, compared with 1947, there 


| = Imports 


E = Exports 


was in each country a substantial. readjust- 
ment in 1948 in the form of increased produc- 
tion and exports and reduced imports. Poland 
shows а somewhat similar development, 
although the sharp recovery of production in 
1948 was from a very low post-war level and 
it did not quite regain the pre-war volume. 


differs sharply from the 
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Czechoslovakia, France, Italy and бе 
Netherlands may likewise be grouped together 
because of certain common characteristics in 
their post-war trends. In all of these countries, 
production—although increasing from 1947 to 
1948—either remained below or only mode- 
rately exceeded the pre-war level. Exports, 
while also rising, continued to lag behind 
production, and imports remained high in 


relation to pre-war, continuing (except in the 
instance of Italy) to increase from 1947 to 
1948. It may be estimated that, as a result 
of these changes, the volume of goods available 
for home use was substantially larger in 1948 
than in 1938 in France and the Netherlands 
and slightly so in Czechoslovakia, but this was 
not true of Italy because of the low level of 
production. 


Chart 5 D 
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Volume indices —- 1938 = 100 


P = Production 


Ireland and Turkey, although accounting 
for only a small part of European trade, form 
an interesting class by themselves with pro- 
duction well above pre-war and increasing, 
exports below pre-war and declining, imports 
above pre-war and rising, and goods available 
for home use very much higher than in 1938. 
Bach country has, however, benefited by 
exceptional circumstances : Ireland, by drawing 
on its large sterling balances accumulated 
during the war and by its heavy receipts from 
Irish residents and investments in England, 
as well as by assistance received under the 
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European Recovery Programme ; Turkey, by 
the use of part of its wartime accumulations 
of gold and sterling balances and by par- 
ticipation in both the Greco-Turkish Aid 
Programme and the European Kecovery 
Programme. 


Finland and Hungary also appear to show 
closely similar developments. In both coun- 
tries, production was below pre-war in 1947, 
imports were low in relation to production, 
and exports were lower still, while in 1948 
each of the three indices tended to rise. 
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Table 45 


EUROPEAN PRODUCTION, IMPORTS, EXPORTS AND GOODS AVAILABLE FOR HOME USE 
Millions of dollars in 1938 prices 


Agricultural abl 
Kot industrial Imports а Exports а sg eatin sities 
Year production 
(1) (2) (3) (4)=(1)+(2) —(3) 
All European | 1938... 45,947 12,132 10,265 47,814 
countries © 1948... 41,129 10,506 8,371 43,264 
Change .... — 4,818 — 1,626 — 1,894 — 4,550 
Excluding 19388 == 32,989 10,296 8,242 35,043 
Germany 194805." 2s 35,062 9,844 7,997 36,909 
Change... + 2,073 — 452 — 245 + 1,866 
Excluding Germany 1938 24,301 6,564 5,951 24,914 
and United Kingdom \ 1948 25,038 6,825 4,907 26,956 
Changes. cian + 737 + 261 — 1,044 + 2,042 
Source. — Research and Planning Division, Economic а f.0.b. prices. 


Commission for Europe. For details, see Appendix B. 


It must, however, be remembered that both 
these countries have had heavy obligations on 
reparations account. If reparations deliveries 
were included, exports would stand at a 
substantially higher level in 1947 and 1948. 
Finally, Germany 
stands in a class by 
itself because of its 
extremely low level of 
production, exports 
and imports. Although 
each of these indices 
rose appreciably from 
1947 to 1948 (the rise 
in production and ex- 
ports in the latter part 
of the year not being 
adequately reflected in 
the averages for the 
whole twelve months) 
it is clear that Ger- 
many faces the most serious readjustment prob- 
т of all and has made only motets prepress 
In summary, it is clear that the estimates of 
aggregate European production and trade in 
1948 compared with 1938 are strongly affected 
by the wide changes in the situation of two 
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countries, Germany and the United Kingdom, 
and hence that the overall figures are not 
typical of European countries in general (see 
Table 45). Including both Germany and the 
United Kingdom, total European production, 
imports and exports, as well as goods available 
for home use, were still considerably below 
pre-war in 1948. Excluding Germany, however, 
production was substantially larger than in 
1938, and goods available for home use in- 
creased almost as much, imports having fallen 
somewhat more than exports. When- the 
United Kingdom is also excluded, the picture 
again changes sharply for the remaining group 
of European countries: goods available for 
home use in 1948 were above the 1938 level, 
but the rise in production made a smaller 
contribution to this result than the increase 
in imports and the decrease in exports. The 
combination of increased production, smaller 
exports, larger imports and a net increase in 
goods available for home use in comparison 
with 1938 thus appears to have been the more 
typical situation for countries other than the 
United Kingdom and Germany in 1948.1 


1 The chief exceptions would appear to be Finland, 
Hungary and Italy for reasons indicated in the text. 


3. THE GEOGRAPHIC PATTERN OF EUROPE’S TRADE 


When examined in detail in Table 46, the 
geographic pattern of Europe’s trade shows 
Striking changes in 1948 compared with both 
1947 and 1938. For convenience of analysis 
and comparability, the data are summarized 
in the table by groups of countries and, as 


’ must be particularly emphasized, are expressed 
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` and Canada, 


in constant (1938) prices. It must also be noted 
that all figures cited in the present section are 
likewise in 1938 prices; at post-war prices 
they would be from two to three times higher. 
(A detailed table in which the pattern of 
Europe’s trade is shown with a complete 
breakdown country by country is included in 
a pocket inside the back cover of this volume, 
the figures in this case being given in current 
prices.) 

Drastic shifts occurred in the source of 
European imports in 1948 as compared with 
1947. While total imports increased by some 
$650 million, there was a sharp fall of some 
$970 million in imports from the United 
States and Canada, which was compensated 
by an increase of $612 million in imports 
from other overseas countries and an increase 
of slightly more than $1,000 million in imports 
from European countries. The distribution 
of imports in 1948 compared with 1947 and 
1938 thus reveals a pronounced tendency to 
return to the pre-war pattern, but imports 
from North America in 1948 nevertheless 
remained higher than before the war, while 
imports from other overseas countries and 
from European sources remained lower than 
in 1938. 


Imports from Overseas Countries 


Of the total increase in imports from over- 
seas countries other than the United States 
the United Kingdom alone 
absorbed more than half, the greater part of 
the remainder being taken by France and 
other Western European industrial countries. 
It was likewise chiefly these countries which 
accounted for the bulk of the reduction in 
imports from North America, British imports 


dropping well below the 1938 level. In relative 
terms there was an even sharper decline in 
imports from American sources into the Scan- 
dinavian and Eastern European countries 
and the U.S.S.R. In the last two instances, 
the decline may be regarded as the combined 
result of the termination of the U.N.R.R.A. 
programme, the dollar shortage, and the res- 
trictive effects of United States export licensing 
in reducing shipments to these areas. Of the 
country groups shown in Table 46, only that 
composed of Germany and Austria showed an 
increase in imports from the United States 
from 1947 to 1948. Although it is not shown 
separately, there was also an increase of imports 
from the United States into Greece and 
Turkey.! This increase partly accounts for the 
relatively moderate extent of the decline 
in total imports from the United States into 
the Mediterranean group of countries, which 
remained almost four times as large as in 
1938. 


Exports to Overseas Countries 


Of Europe’s gains in overseas exports, only 
a small part was achieved in trade with the 
United States and Canada, which increased by 
less than $150 million from 1947 to 1948 and 
remained below the 1938 level, while exports 
to other overseas countries rose by more than 
$700 million and exceeded the 1938 volume. 
The United Kingdom, which has directed the 
major portion of its export drive towards 
overseas countries, accounted for well over 
half of the aggregate increase in overseas 
exports. As a result of this expansion, the 
United Kingdom’s exports in 1948 made up 
55 per cent of total European exports to 
overseas countries compared with 40 per cent 
in 1938. The rise in British exports from 1938 
to 1948 is approximately equal to the decline 
during the same period in the overseas exports 
of Germany, which accounted for 15 per cent 
of European exports to overseas countries in 


1 See the detailed table on trade by countries which 
is inserted in the back cover of this volume. 
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THE NETWORK OF EURO! 
Millions of do 


Vi VI 
Importing т II ш ТУ Ни 
Атеа : 
United Western : ; г Eastern 
Kingdom, European yee Е Scandinavian poreinly, European 
Ireland industrial ие countries and Austria countries 
and Iceland countries 
Exporting Millions : Millions | Millions : Millions ! Millions : Millions : 
: : Ind f : d f : Ind of : Index о 7 
реа к deters ieee ganas ra dollars > aoltars pbs dollars dollars 
I United Kingdom, | 1938 215 100 212 100 107 100 204 100 114 : 100 53 1 
Ireland and 1947 213 99 253 119 111 104 218 107 54 : 47 49 
Iceland 1948 232 108 286 135 166 155 278 136 58 : 51 37 
И |Western European| 1938 | 362 100 566 . 100 109 : 100 128 = 100 291 - 100 102 : G 
industrial 1947 163 45 485 86 116 106 186 145 DO ir OS & 
countries 1948 221 61 571 101 а г БУ 198 155 128 : 44 83 
III Mediterranean 1938 82 100 95 100 65 100 27 100 232 100 64 1 
and Iberian 1947 95 116 108 114 57 88 56 207 8 3 32 
countries 1948 106 129 125 132 53 82 57 211 34 15 44. 
ТУ Scandinavian 1938 440 100 115 100 35 100 153 100 209 100 32 1 
countries 1947 172 39 168 146 47 134 143 93 34 16 58 1 
1948 191 43 167 145 40 114 136 89 42 20 46 1 
У Сегтапу 1938 152 100 444 100 281 100 277 100 78 100 288 № 
and Austria 1947 33 22 139 31 16 6 27 10 12 15 19а: 
1948 52 34 219 49 35 ie 40 14 27 35 45a: 
VI | Eastern European) 1938 116 = 100 121 § 100 102 = 100 55 100 353} 100 147 {1 
countries 1947 22 19 82 68 33 32 62 113 304: 8a 87 - 
1948 47 41 92 76 37 36 79 144 57а: 16а 186 : 1 
УП U.8.8.R. 1938 121 100 UP 100 ile 100 19 100 55 : 100 7:3 
(including pre-war] 1947 11 9 9 13 2 12 26 137 ЕЕ 97 > :1,3 
Baltic countries) | 1948 42 35 27 38 2 12 36 189 eis. Ns 1695 :2,4 


VIII Total Europe 1938 1,488 100 1,625 100 716 100 863 100 22 ` 100 693 1 
(including 1947 709 48 1,244 7th 382 53 : 718 83 188 : 14 410 : 
U.S.S.R.) 1948 891 : 60 1,487 92 454 63 824: 95 346 26 610: 
м RST FS SILT ay На а 
Ix United States 1938 817 : 100 351 : 1700 110 100 144 = 100 7 9100 80 : J 
and Canada 1947 1,027 126 1,011 288 477 434 332 231 268 : 151 177. == 
1948 699 86 721 205 427 388 136 94 343 194 65 : 
х Other overseas | 1938 | 1,620 | 100| 996 10| 202 100 197 10| 590 100 131 1 
countries 1947 1,413 87 881 88 352 : 174 200 102 У 5 556: 
1948 1,692 104 1,042 105 351 174 225 114 102: 17 916 
XI Total 1938 | 2,437 100 1,347 100 312 | 100 341 : 100 767 100 211 1 
overseas 1947 | 2,440 100 1,892 140 829 266 532 156 297) 9939 239 ae 
countries 1948 2,391 98 1,763 131 778 249 361 106 445 : 58 156 : 
XII ToTaL 1938 | 3,925 100 2,972 100 1,028 100 1,204 100 2,099 : 100 904 1 
1947 | 3,149 80 3,136 106 1,211 118 1,250 104 485. : №23 642 : 
1948 | 3,282 84 3,250 109 1,232 120 1,185 98 Оо 766 
Source. — Research and Planning Division, Economic Commission for Europe. 
Notes. — In certain cases 


in Groups V, VI, VII and X which 
The. composition of country groups is as follows : 
Group I — United Kingdom, 
zerland ; Group III — Italy, Greece, 
countries and territories ; 


he symbol «. 


Ireland, Iceland; Group II — France, 


Spain, Portugal, Turkey and miscellaneous continental and non- i 
Group IV — Denmark, Sweden -Norway, - О | 


the totals in Groups VIII, XI and XII are incomplete since the i 
"are indicated by footnotes or t a : dita ti 


> 
. 


Netherlands, Belgium, Luxemburg, § 


Finland ; Group V — All zones of Germany 


ADE BY COUNTRY GROUPS 


1938 f.0.b. prices 
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х XI XII : 
USSR. : importing 
(inclu ding ее es ры Other Total a 
re-war Baltic overseas 
| countries) U.S.S.R.) Canada countries outta i 
illions : Millions : Millions : Milli ili : 
of : Index of : Ind f ит eri ae Millions : Millions : : 
оЛагз ы dollars : sa а ; те В tine re : a, ates can ae w Rea 
55 = 100 960  100| 214 10| 1 7 : ; 
30: 55 928 97] 203 : 95 ИЕ 17 pee iB heen ior ae ari Е. : 
п: 20| 1,068 : Ш 273 ( 128 | 1,849 : 148 | 2,122 i 145 3,190 : 131 | 1948 Sp 
49 : 691 : 100 857. Bye aan ОН 
т 7 : 100| 2,464 : 100 | 1938 
2: 689 : 100 706 93| 1,866 : 76 |1 и" 
12: , 947 industrial 
| 859 : 124 | 1,010 | 118 | 2,344 { 95 | 1948 countries 
Tie 257. 100 352 100 : 
928 : 100 | 1938 | Mediterrane ш 
1 ape ar =e р = : 69| 1947 and Tpsdai 
: 0 88 | 1948 countries 
Ling | 91 = 100 173. 100 || 1,172 | ‘nays 
| ‚172 : 100 | 1938 | Scand 
=. и т By : 107 ype ee МТТ cotati ie ou 
; ; 6 : 113 850 : 73| 1948 
51 : 547: 100 623 | 100 || 2,194 : 100 | 1938 Germany У 
Be ig : 7 2 : 0 i. 1 253 : 12 | 1947 and Austria 
OT ae | 30: 5 бт 38 469 : 21| 1948 
14 : : 120°; 10| 13. 10| 1,081 | 200 | 1938 | Eastern Eur 
Е : : : : ’ : ‘opean VI 
a : 33 5 : 28 47 Eph 438 : 41 | 1947 ЕН. 
: 566: 47 72: 42 698 ‹ 65| 1948 
Bape (aly 20г- 1100 27 ' 100 47 100 74 10 365 ( 100 | 1938 U.S.S.R VII 
Ви 145 : 50 31 : 115 2. 14 331171 45 178 | 49 1947 |(including pre-war 
— 5, — 276 : 95 34 : 126 18: 38 | Oats aaa) 328 : 90 | 1948 | Baltic countries) 
id 7 4 : я 2 
195 100] 6,912 : 100 713; 100| 3,005 100 | 3,718 : 100 || 10,630 : 100 1938 | Total Europe VIII 
138 : 71| 3,789 : 55 501 5770.14. 2.5124: 84) 8,013" 81 ||) 6,802.0) 64: зат попа 
185 : 95| 4,797 : 69 648 | 91| 3,254 | 108 | 3,902 : 105 || 8,699 : 82| 1948 U.S.S.R.) 
I eS 
80 : 100 | 1,759 : 100 798 : 100| 1,458 | 100| 2,186 : 100 || 3,945 : 100 | 1938 | United States Ix: 
86 : 108 | 3,378 192 | 1,513 ‹ 208| 4,201 288 | 5,714 261 || 9,092 230 | 1947 and Canada 
15 19 | 2,406 187 | 1,504 : 207 | 3,462 237 | 4,966 227 || 7,372 187 | 1948 
100 | 2,569 100 | 3,776 100 || 7,565 100 | 1938 | Other overseas x 
: 149 | 1,455 57 | 3,259 86 || 6,201 82 | 1947 countries 
149 | 1,566 61 | 3,370 89 || 6,924 92 | 1948 
133 : 100 | 5,548 100 | 1,935 100 | 4,027 100 | 5,962 100 || 11,510 100 | 1938 Total XI 
98 74 | 6,320 114 | 3,317 171 | 5,656 140 | 8,973 151 || 15,293 133 | 1947 overseas 
66 50 | 5,960 107 | 3,308 171 | 5,028 125 | 8,336 140 || 14,296 124 | 1948 countries _ 
328 : 100 | 12,460 100 | 2,648 100 | 7,032 100 | 9,680. : 100 || 22,140 100 | 1938 ToraL XII 
236 72 | 10,109 81| 3,818 144 | 8,168 116 | 11,986 124 || 22,095 100 | 1947 
251 77-110, 767 86 | 3,956 149 | 8,282 118 | 12,238 126 || 22,995 104 | 1948 
Poland, Rumania, Hungary, Yugoslavia, Bulgaria ; Group УП — Union of Soviet 


ига; Group VI — Czechoslovakia, 
alist Republics, including Estonia, L 
on of Soviet Socialist Republics ; Group I 
лез; Group XI — Total overseas countrie 


atvia and Li 
X — United States о 
s; Group XII — Total. 


thuania in 1938 


a Excluding trade between Germany and Yugoslavia. 
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ь Excluding trade with Yugoslavia. 


figures ; Group VIII — Total Europe, 
f America and Canada ; Group X — All other overseas 


including the 


1938 and just over 1 рег cent in 1948. With the 
exception of Eastern European countries and 
the U.S.S.R., the other principal groups of 
European countries covered by Table 46 have 
managed to raise their overseas exports to 
some 13 to 18 per cent above the pre-war level. 
In the case of France, whose trade plays an 
important part in the total, it must also be 
remembered that, compared with pre-war, 
a greatly increased proportion of overseas 
exports is sent to the French overseas terri- 
tories, whereas French imports from these 
territories have declined substantially both in 
absolute and in relative terms. 


Intra-European Trade 


The principal groups of countries which 
contributed, as exporters, to the marked 
increase in intra-European trade from 1947 to 
1948 were the Western European industrial 
countries, Eastern European countries, Austria 
and Germany, and the United Kingdom. 
Exports by the Mediterranean group of coun- 
tries increased only moderately, while exports 
from the Scandinavian countries remained 
virtually static from 1947 to 1948. Viewed 
in their role as importers, on the other hand, 
the various groups of European countries 
covered in Table 46 shared more or less evenly 
in the rise in intra-European trade. 


It is to be noted that only the United 
Kingdom has succeeded in raising exports to 
other European countries, taken as a whole, 
above the pre-war level, while on the import 


side none of the groups covered in the table 
imported as much from other European coun- 
tries in 1948 as before the war. There has, of 
course, been a substantial increase in particular 
sectors of European trade, the most spec- 
tacular being in trade among the Eastern 
European countries and between this group 
and the U.S.S.R. With the notable exception 
of their exports to the United Kingdom, which 
are much lower than before the war, the 
Scandinavian countries have likewise increased 
their trade with most of the other country 
groups. In none of these instances, however, 
have the increases fully offset the fall compared 
with 1938 in trade with Germany and Austria. 
Despite a significant increase in their trade 
from 1947 to 1948, Germany and Austria 
remained the principal centre of contraction 
in intra-European trade, and their inclusion in 
the intra-European totals tends to misrepre- 
sent the degree of recovery in mutual trade 
attained by other European countries. Exclud- 
ing all exports to and imports from Germany 
and Austria, trade among other European 
countries was virtually restored to its pre-war 
level in 1948. 


There were, however, other important areas 
of contraction as well, the largest of which was 
in British imports from other European coun- 
tries. These were almost $600 million smaller 
in 1948 than in 1938 and account for the whole 
of the contraction in total British imports. In 
contrast, British imports from overseas coun- 
tries, taken as a group, were at virtually the 
same level in 1938, 1947 and 1948.1 


4. THE COMMODITY STRUCTURE OF EUROPE’S TRADE 


In analysing the general pattern of Europe’s 
trade up to this point, it has been necessary 
to stress the varying roles of different countries, 
the differences between the movements of 
trade with different areas (especially between 
intra-European trade and overseas trade) and 
the shifts in the origin of overseas imports. The 
pattern becomes still moré complex when the 
examination is extended to cover changes in 
the commodity structure of trade. The analysis 


then encounters formidable statistical diffi- 
culties because of the complete absence of 
trade returns for certain countries, the inade- 


_ The index of the volume of imports into the United 
Kingdom from overseas countries in 1947 and 1948 may 
be somewhat too high because the 1938 base figure 
includes only retained imports, whereas the figures for 
post-war years include imports of some commodities ~ 
for re-export. It appears that an adjustment for this 
factor might reduce the index by not more than 3 points 
in both years. 
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quacy and lack of comparability in the 
commodity and geographic detail provided by 
other countries, and the changes in price levels 
and price relationships. These difficulties 
cannot be fully overcome, and the figures which 
have been brought together showing the com- 
modity pattern of Europe’s trade are neces- 
sarily in the nature of estimates.! 


The commodity structure of Europe’s trade 
is much too varied to be grasped in all its 
details. Table 47 provides a very summary 
view of Europe’s trade (calculated in 1938 
prices) distributed into three principal com- 
modity groups and further divided into its 
intra-European and overseas sectors. These 
commodity groups are examined in more 
detail in Sections 5 to 7 of this chapter, and 
later chapters provide a closer analysis of 
developments in overseas trade and in intra- 
European trade. In studying Table 47 and 
other similar computations, it should be kept 
in mind that the figures on total intra-Kuropean 
trade are, so to speak, two sides of the same 


1For methods employed in making the present 
estimates and more specific qualifications concerning 
some of the figures, see Appendix B. 


coin (since they may be regarded as either 
exports or imports of all European countries 
in trade with each other) and thus constitute 
а common element in both the total exports 
of European countries and the total imports of 
European countries. 


The General Commodity Pattern 


One of the most significant developments in 
1948, which is brought out in Table 47, was 
the recover orts of finished manu- 
factures by European countries to approxi- 
mately the pre-war level. This is particularly 
striking since Germany, which before the 
war accounted for roughly one-third of Europe’s 
exports of finished manufactures, attained 
in 1948 only about one-tenth of its pre-war 
volume although with a sharply rising trend 
during the latter part of the year. Exports of 
finished manufactures were, moreover, very 
differently distributed by destination in 1948 
compared with 1938. Intra-European trade 
in these goods was about one-fifth less than 
in 1938, whereas exports to overseas countries 


were far above the pre-war level an 
for 70 per cent of the total rise in exports of 


Table 47 
EUROPE’S TRADE BY MAJOR GROUPS OF COMMODITIES 


Thousand millions of dollars in 1938 f.0.b. prices 
ee 


Zila Hp ee INTRA-EUROPEAN TRADE Тотат, TRADE 
Commodity group и 
1938 | 1947 | 1948 || 1988 | 1947 | 19484 || 1988 | 1947 | 19484 
Imports 2.8 2.4 2.6 4.5 Bhai! 3.6 
Food and feeding-stuffs. . . eer 0.2 0.2 0.2 i 0.7 130 1.9 0.9 1.2 
4.8 
Imports 2.4 р 2.6 5.6 4.4 
Industrial materials> . . Е ров 1.2 0.6 1.0 3.2 ей yy aa 93 3.9 
2.6 2.4 
Imports 0.4 1.2 0.8 2.4 
Finished manufactures . ие 2 3 22 от 2.0 1.4 1.6 4.3 3.6 4.3 
Imports 5.6 6.3 6.0 6.9 3.8 ie 12.5 tee sate 
А: Exports | 3.7 | 3.0 | 3.9 10.6 
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Economic Commission for Europe. For details of methods of computation, see 


Source. — Research and Planning Division, 
Appendix B. 
5 a Provisional, based on figures for less than the full year. 


b Including fuel, raw materials and semi-manufactures. 


finished manufactures by European countries 
from 1947 to 1948. This shift reflects not so 
much a re-orientation of exports by individual 
European countries as the low level of 
German exports and the rise in exports of the 
United Kingdom and other countries which 
have traditionally concentrated on overseas 
markets. 


In contrast with the recovery in manufac- 
tured goods, exports of food, fuel, raw materials 
and semi-manufactures remained very much 
below the 1938 level, but the absolute gain in 
shipments of these commodities from 1947 to 
1948 was almost double the increase in exports 
of finished products. This development reflects 
the marked lessening of the acute shortages 
of the early post-war period, when countries 
tended to retain their own production of scarce 
primary goods for home use and to export 
finished products of relatively greater value. 
It is also noteworthy that, although exports 
of primary goods and semi-manufactures in 
1948 were more concentrated on overseas 
markets than in 1938, the greater part of the 
increase since 1947 was achieved in the intra- 
European sector. An even greater degree of 
recovery might have been achieved in 1948 if 
intra-European trade in food had not still been 
limited by the very poor harvest of 1947, 
whose effects on trade were not yet offset by 
the better crops of 1948. 

The imports of European countries differ 
sharply in composition from their exports 
because of the much greater role of food and 


raw materials in imports ; nevertheless, some’ 


similarity of development may be observed. 
Imports of finished manufactures were, in the 
aggregate, at the same level in 1948 as in 


————м—м—————ы— 
1938, whereas total imports of food and raw 
materials were markedly lower. In finished 


5. KEUROPE’S 


The general characteristics of Europe’s trade 
in food which emerged from the examination 
of Table 47 were that, in 1948, the volume of 
intra-European trade was little more than 
half its pre-war level, but that the volume of 
exports to and imports from non-European 


manufactures, imports from overseas countries 
compensated for the lower level of intra- 
European trade. In food and raw materials, 
on the other hand, imports from overseas in 
1947 and 1948 were near to or slightly above 
the pre-war levels, but failed to make up for 
the smaller volume of these goods supplied by 
European countries to one another. 


In summary, European trade in 1948 re- 
mained very different in commodity structure 
from that of 1938, but, compared with 1947, 
it showed a general tendency to return to the 
pre-war pattern. The main differences in 
comparison with pre-war were: the greater 
relative weight of finished manufactures in 
export inimports, both in trade with over- 
seas countries and in trade among European 


countries ; the relatively lower level of intra- 


European trade in food and raw materials and 
the greater ces 


for these commodities, which were nevertheless 
not obtained in sufficient volume to make up 
for the short-fall in intra-European trade; 
and, in general, the orientation of trade in all 
three major commodity groups towards over- 
seas sources for imports and overseas destina- 
tions for exports and away from intra-European 
trade. For the most part, these differences 
were greater in 1947 than in 1948, the develop- 
ment over this period showing a pronounced 
increase in trade in European raw materials. 
(both for export to other European countries 
and for export overseas), a moderate increase in 
intra-European trade in food, and a small rise 
in intra-European trade in manufactures con- 
trasted with a fall in imports of such goods 
from overseas. Compared with exports to 
overseas countries, however, intra-European 
trade in manufactures lagged far behind in the 
general trade recovery from 1947 to 1948. 


TRADE IN Foop 


countries was roughly the same as before the 
war. It will be seen in the following analysis 
that these overall trends result from widely 
divergent movements in the trade in individual 
commodities and in the trade of particular 
countries. Table 48 gives detailed data on trade 
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Table 48 


THE COMMODITY COMPOSITION OF EUROPE’S TRADE IN FOOD AND FEEDING-STUFEFS 
Millions of dollars in 1947 typical prices, f.o.b. 


ee nee a a a 
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1938 | 1947 | 1948 a 


tation, see Appendix B. 


a Provisional, based on figures for less than the full у 


bys leben ЕВЕ ar ale ВОРЕАМ | InTRA-EUROPEAN TRADE 
1938 | 1947 | 1948 a 1938 | 1947 | 1948 а 
1. Bread grain : mei Sr Lae 352 52 132 
2. Coarse grain ete Ue 158 29 | 156 
ee a ee ы 
4. Potatoes . Е о г eS и 42 68 71 
ет 
6. Horses . : ыы 5 = 1 57 72 45 
re eee И 
ReMi es cn ae te - о = 36 23 32 
9. Butter... ... cor or a eee ee 279 72 | 104 
10. Cheese : Bees “ae comma и 72 22 37 
lL Eggs 2 ты i, es Г 188 47 73 
Peeks eee: ees г re os 321 | 300 | 383 
13. Oilseeds and nuts . Aas ок 26 6 5 
Ania and О gs | 4B os | as | an 
15. Oiloake . . . . . конь sn a a 53 4 10 
оон. 4. ate Sagi ale | pave’? 5 3 5 
Теа и... erate ке) и о = = > 
18. Tobacco ] eae и. oe oe 169 85 105 
20. Spirits . eee oH a 19 24 27 
21 реа, Imps | | ОШО 
Norte ara: ее ат 7141 || 3,861 | 179 | 2,333 
Source. — ee and Planning Division, Economic Commission for Europe. 
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155 


77 
80 


218 
88 


74 
72 


761 
140 


194 
442 
158 


226 
64 


106 
73 


1,259 
603 


8,213 
2,174 


1,920 
140 


578 
164 


829 
231 


89 
86 


248 
127 


313 
73 


78 
78 


1,622 
777 


9,474 
2,870 


For details of the methods of compu- 
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in twenty-one commodities or commodity 
groups, distributed between the intra-European 
and overseas sectors. The values in this table 
have been computed by applying typical 
1947 prices to the quantities reported in 
national trade statistics, irrespective of diffe- 
rences in the price or quality of commodities 
in particular instances from those _ here 
selected as typical. This procedure makes it 
possible to compare the relative importance 
of trade in different products and by different 
countries, but it means that the figures in 
Table 48 are not necessarily identical with the 
sum of the values reported in national trade 
statistics.? 


The General Pattern of Trade in Food 


Before the war, approximately two-thirds 
of the total food imports of European countries 
were supplied from overseas and one-third from 
European exporting countries. To a consider- 
able extent, imports from overseas consisted 
of goods not produced in Europe or produced 
in relatively small amounts or in varieties 
different from those obtained from overseas. 
Oilseeds and fats and oils were the most impor- 
tant examples, alone accounting for one-fourth 
of total food imports from non-European 
countries, and tea, coffee, cocoa and tobacco 
were other major products of this sort. Food- 
stuffs from overseas also included, however, 
large amounts of competitive products of which 
European countries themselves were important 
suppliers, such as grain, sugar, meat, butter, 
cheese, eggs, and fruit and vegetables. Fish 
was the most important item drawn predomi- 
nantly from European sources, and butter and 
eggs were also imported principally from 
European sources. Europe’s exports of food- 


1See Appendix В for further details on the method 
of deriving the estimates in Table 48. Apart from the 
problems involved in showing the data in constant 1947 
prices, reservation must be expressed as to the accuracy 
of the estimates for products in which the U.S.S.R. and 
Yugoslavia are important as exporters or importers in 
view of the complete absence of information on the foreign 
trade of these countries, except as revealed in the trade 
returns published by other countries-with which their 
trade is conducted. For this reason it is particularly 
difficult to estimate both the total volume of trade in 
grain and its distribution between bread grain and 
coarse grain. 


stuffs to overseas countries were small and 
spread among a variety of items, including 
tobacco, wines and spirits, whale oil and 
various other items, none of which were of 
dominant importance. 


Table 49 indicates that, in 1948, the pro- 
portion of Europe’s food imports drawn from 
overseas sources had increased to about three- 
quarters, not because of an increase in the 
aggregate amount of such imports, but because 
of the relatively greater decline in intra- 
European trade in food. In general, imports 
of products typically obtained exclusively or 
predominantly from overseas were, in 1948, 
lower than before the war. This is partly 
attributable to restrictions imposed on con- 
sumption, as in the case of coffee, tea and 
tobacco, and partly to world shortages and 
high prices, as in the case of fats and oils. 
On the other hand, in products previously 
obtained largely from within Europe, imports 
from overseas in 1 ded e‘Tiear to 
or, in some instances, well above the pre-war 
Volume, but 40621 supplies imported into- 
European countries were smaller than before ~~~ 
the war о e fall in intra-Eur 
trade. 
ще 


As may be seen from the summary analysis 
given in Table 49, grain was the only item 
in which total imports in 1948 were higher 
than before the war. This increase was chiefly 
concentrated on imports of bread grain from 
overseas countries, which were very much 
larger in 1948 than in 1947 because of the 
poor European harvests of that year. There 
was, however, a recovery in intra-European. 
trade in coarse grain to about the pre-war 
level in 1948, mainly as a result of large 
exports from the U.S.S.R. to other European 
countries, but total receipts of coarse grain 
by European countries were equal to only 
two-thirds of the pre-war amount because of 
the low level of imports from overseas countries. 


Although imports in most of the other 
summary groups shown in Table 49 remained 
very low in 1948, ranging from one-half to 
three-quarters of the pre-war volume, it was 
only in meat and dairy products that a further 
definite decline occurred during the past year. 
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This decline appears to be a reflection of the 
austerity policy enforced in a number of 
European countries and the necessity for using 
a greater proportion of the foreign exchange 
available for food purchases to procure indis- 
pensable supplies of grain and other basic 
foods. Supplies of meat and dairy products 


obtained from European Sources, which con- 
siderably exceeded overseas supplies in relative 
importance before the war, increased mode- 
rately in 1948 but remained at only some 
60 per cent of the pre-war level, partly 
because of the unfavourable effect’ of high 
grain prices on European pig production. 


Table 49 


EUROPE’S IMPORTS OF FOOD AND FEEDING-STUFFS BY PRINCIPAL GROUPS 
OF COMMODITIES AND BY ORIGIN 


Millions of dollars in 1947 typical prices, f.o.b. 
Е a ee a eee 


Commodity group 


Grain : 
Imports from non-European countries 
Intra-European trade . 


Total imports 
Other vegetable food : > 
Imports from non-European countries . 
Intra-European trade . 
Total imports 
Meat and dairy products : с 
Imports from non-European countries . 
Intra-European trade . 
Total imports 
Fats and oils : 4 
Imports from non-European countries 
Intra-European trade . Re Ee 
Total imports 
Beverages and tobacco : 
Imports from non-European countries 


Intra-European trade . 


Total imports 


Total food and feeding-stuffs : 
Imports from non-European countries . 
Intra-European trade . 


Total imports 


We Index numbers 

Millions of dollar (1938 -= 100) 
1988 1947 | 1948 а 1947 | 1948 
1,669 1,791 2,210 107 132 
510 81 288 16 56 
2,179 1,872 2,498 86 115 
1,726 1,459 1,831 85 106 
1,336 743 957 56 72 
3,062 2,202 2,788 72 91 
969 1,124 902 116 93 
1,297 670 777 52 60 
2,266 1,794 1,679 79 74 
2,159 1,102 1,214 51 56 
432 76 126 18 29 
2,591 1,178 1,340 45 52 
1,419 1,018 984 72 69 
286 149 185 52 65 
1,705 1,167 1,169 68 69 
7,942 6,494 7,141 82 90 
3,861 1,719 2,333 45 60 
11,803 8,213 9,474 70 80 
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_ Мотез. — The figures are derived from Table 48. 
In order to arrive at the commodity groups shown here, 
the items in Table 48 have been grouped as follows : 
“ Grain’? comprises items 1 and 2. 
“ Other vegetable foods ” comprise items 3 to 5 and 21. 
“Meat and dairy products” comprise items 6 to 12. 


“ Fats and oils ” comprise items 13 to 15. 

“ Beverages and tobacco” comprise items 16 to 20. 

a Provisional, based on figures for less than the full year. 
b Including miscellaneous non-vegetable food products. 
с Including live animals, fish and eggs. 

а Excluding butter. 


‚Роод Imports by Principal Countries 


As already indicated, the overall movements 
in food imports conceal important divergences 
in the imports of individual countries. Grain 
was again something of an exception, as 
Table 50 shows, in that the increase in imports 
in 1948, as compared with 1947 and 1938, 
was comparatively general and took place in 
most of the major European importing coun- 
tries, although even in this instance imports 
of the United Kingdom and the Netherlands 
remained about one-fifth below the 1938 level. 


The divergence of the trends comes out more 
sharply in imports of other vegetable foods. 
Imports into France increased sharply from 
1947 to 1948 and were virtually restored to 
their pre-war level, and imports into Italy 
and Czechoslovakia were substantially larger 
than before the war. The United Kingdom’s 
imports of other vegetable foods, on the other 
hand, remained smaller in 1948 than in 1938, 
chiefly because of lower imports of sugar and 
apples, and imports into the Netherlands were 
even further below the pre-war level, although 
in both instances there was an increase 
compared with 1947. Germany’s imports of 
vegetable foods other than grain had been 
negligible in 1947 (although complete data for 
that year are not available), but the aggregate 
value of such imports rose in 1948 to 84 per 
cent of the pre-war volume. This recovery 
was more apparent than real, resulting from 
two sharply opposed movements. Germany’s 
imports of potatoes greatly increased because 
of the dependence of Western Germany on 
outside sources in place of the supplies for- 
merly received from Eastern Germany, and 
imports of sugar into Germany from other 
countries increased by some $100 million 
for the same reason. On the other hand, 
Germany’s imports of fresh and preserved 


fruits and of vegetables, cocoa and other 


miscellaneous vegetable products were less 
than half their pre-war volume. 


In meat and dairy products, the decline 
in EKurope’s imports from 1938 to 1948 is 
almost entirely accounted for by the United 
Kingdom and Germany. The United King- 
dom, which alone accounted before the war 


for two-thirds of Europe’s total imports of 
commodities in this group, took much less 
of all such products except fish in 1948 and 
in most instances less also than in 1947. 
Fish was likewise the only item in the group 
in which Germany’s imports in 1948 were 
larger than before the war. Imports of com- 
modities which were previously as important 
as butter, cheese and eggs were negligible, 
and imports of meat were equal only to 
one-fifth of the 1938 quantity. 


Imports of fats and oils were, in most 
instances, less in 1948 than in 1938 but greater 
than in 1947, although the distribution of the 
available supplies among European import- 
ing countries changed greatly. The United 
Kingdom, which accounted for approximately 
28 per cent of Europe’s imports of fats and 
oils in 1938, increased its share to more than 
40 per cent in 1947 and 1948, total imports 
into the United Kingdom recovering to about 
four-fifths of the pre-war volume. At the 
other extreme, Germany’s imports of fats and 
oils in 1948 were about one-fifth of the 1938 
amount and accounted for one-third of the 
total decline. Imports of other European coun- 
tries were reduced almost as much and for 
the most part they did not exceed 50 per cent 
of pre-war. The decline in imported supplies 
of oilseeds and oilcakes, together with the very 
high prices charged for these products, had 
a particularly severe effect on the major 
suppliers of dairy produce, such as Denmark 
and the Netherlands, whose exports of butter 
and other milk products were correspondingly 
reduced. 


Most countries have also reduced their 
imports of beverages and tobacco, but here 
again the reduction has been unevenly dis- 
tributed. Almost half of the decrease is 
accounted for by Germany, whose imports of 
these items were negligible in 1948. The 
greater part of the remainder is accounted 
for by France, to some extent as a result 
of rationing or other restrictions on consump- 
tion of coffee and tobacco, but mainly because 
of the reduced supplies of wine available from 
the French territories in North Africa since 
the war. While France is an exporter of 
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Table 50 


EUROPE’S IMPORTS ОЕ FOOD AND FEEDING-STUFFS В 
XS У GROUPS 
OF COMMODITIES AND BY PRINCIPAL EUROPEAN IMPORTING COUNTRIES 


Millions of dollars in 1947 typical prices, f.o.b. 


: alii Index numbers 
Commodity grou Millions of dollars pe 
oe и 
1938 1947 |  1948а 1947 1948 a 
Grain : Е 
Баны. Kingdom... а 832 570 686 69 82 
а еее... 118 116 168 98 142 
Netherlands и. 164 99 131 60 80 
а а. 39 199 285 510 731 
Germany . Sk: Se ee 318 405 460 127 145 
Czechoslovakia. ........ 32 10 65 31 203 
Other European countries .. . 676 473 703 70 104 - 
ИИ POrusse ie. so. eo 2,179 1,872 2,498 86 115 
Other vegetable food : 5 
United Kingdom. 4, о... 1,283 1,023 1,116 80 87 
АСВ ees we oe ek 448 275 436 61 97 
Netherlands + В. и. 165 62 99 38 60 
У В 1c SG Fis. ci gees 62 39 98 75 188 
Esc ths 5 ee Sey ae ecm G 367 19 308 5 84 
Crechoslovakias-.- >.>. . < 39 42 - 56 108 144 
Other European countries... . 708 742 675 105 95 
‘Totalamporis;. .-.-<- .- - 3,062 2,202 2,788 72 91 
Meat and dairy products : с 
miteds Kanedom. fb. 1: 1,436 1,223 1,021 85 71 
ао Meise as ee Sg ee te 88 98 66 111 75 
а О Е Ре 4 21 18 20 86 95 
‘ye, SO ВЕ оо ео 62 58 53 94 85 
CGormanyes! Ре сы w=. Sats 353 30 142 8 40 
@zechoslovakia. <« 2. «o--T-. + 25 23 63 92 252 
Other European countries. . . . 281 344 314 122 112 
otal amports! то 2,266 1,794 1,679 79 74 
Fats and oils : 4 
United Kingdom... ....-- 733 532 583 73 80 
France . mene Ss 358 181 187 51 52 
INeEtHOTIAIIOS, >. a.m, cele |e 202 84 104 42 51 
AS ee ооо 92 31 30 34 33 
ОИ К 2 2 ste 2 2s © 187 42 57 22 30 
Garmanyae Wo oo Shes al es 540 76 114 14 21 
CZEGHOSIOVAKIA =) <<) че ча 61 31 35 51 57 
Other European countries. . .. 418 201 230 49 55 
Total:imports.<. . + . » - 2,591 1,178 1,340 45 52 
Beverages and tobacco : 
United Kingdom. .....--:-- 437 397 412 91 94 
оо оо Aes ile tld Glo 605 327 350 54 58 
Netherlands, в, ее В 87 65 42 75 48 
Pay Е. оао 26 35 39 135 150 
Сота Зо os ge kee 261 2 14 1 5 
Czechoslovakia Gy 4 20 33 18 165 90 
Other European countries. . . - 269 308 294 114 109 
Total imports ......:- 1,705 1,167 1,169 68 68 
ee О ета 
TotaL Foop AND FEEDING-STUFFS 11,803 8,213 9,474 70 80 
Source. — Research and Planning Division, Economic а Provisional, based on figures for less than the full year. 
Commission for Europe. For details, see Appendix B. ь Including miscellaneous non-vegetable food products. 
:, The commodity groups shown here comprise the Peer т : 
НЫ as those ehiok Care FT epecified in the notes to & Including live animals, fish and eggs 
Table 49. а Excluding butter. 
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Table 51 


EUROPE’S EXPORTS OF FOOD AND FEEDING-STUFFS ВУ GROUPS 
OF COMMODITIES AND BY PRINCIPAL EUROPEAN EXPORTING COUNTRIES 


Millions of dollars in 1947 typical prices, f.o.b. 


Commodity group 
and exporting country 


b 
Millions of dollars т 8-100). 


Grain : 
Eastern Europe including U.S.S.R. 


Other European countries 


Total exports . 


Other vegetable food : © 


United Kingdom. 
Нате .-. №. 
Netherlands . 

Italy . 

Denmark . 
Czechoslovakia. ame 
Other European countries 


Total exports . 


Meat and dairy products : с 


United Kingdom. 
Ireland . ors 
France... 
Netherlands . 

italy)". 

Denmark . 
Мора. с. es 
Other European countries 


Total exports . 


Fats and oils : 4 


United Kingdom. 
iErance= ia ae 
Netherlands . 

Italy . 

Denmark . 

Мотиау ха о, 
Other European countries 


Total exports . 


Beverages and tobacco : 


United Kingdom. 
France . : 

Italy . 

Стеесе 

Turkey . cen ae 
Bulgaria. Bet. 3M one 
Other European countries 


Total exports . 


TotaL FooD AND FEEDING-STUFFS 


Source. — Research and Planning Division, Economic 
Commission for Europe. For details, see Appendix B 


Моте. — The commodity groups shown here comprise 
the same items as those which are specified in the notes to 


Table 49, 


а Provisional, based on figures for less than the full year.. 
> Including miscellaneous non-vegetable food products. 
¢ Including live animals, fish and eggs. 

4 Excluding butter, 
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fine wines in moderate quantities, it is also 
the world’s largest importer of wine and takes 
four-fifths of all the wine imported by Euro- 
pean countries. Italy’s imports of coffee and 
tobacco showed a substantial increase in 1947 
and 1948 compared with 1938, although 
its imports were on a relatively small scale 
compared with other European countries. 


The increase in the United Kingdom’s 
imports of coffee in 1948 provides an interest- 
ing illustration of the effects of rationing in 
diverting consumers’ demand to unrestricted 
items. As a result of rationing, the United 
Kingdom held imports of tea in 1948 (in which 
it formerly accounted for 85 to 90 per cent 
of the European total) at a level approxi- 
mately 10 per cent lower than in 1938. On 
the other hand, imports of coffee, а tradi- 
tionally small item in British consumption and 
one that has never been rationed, increased 
to three and a half times the 1938 level and 
reached a value of some $25 million in 1948. 


Food Exports by European Countries 


Table 51 provides summary figures on food 
exports to all destinations by groups of com- 
modities and by individual European exporting 
countries.- In virtually all instances, food 
exports in 1948 remained substantially lower 
than before the war, the principal exceptions 
being increases by the United Kingdom, the 
Netherlands and Denmark in exports of non- 
grain vegetable foods, by Norway and Iceland 
in exports of fish, and by the United Kingdom 
in exports of tobacco manufactures. In most 
instances there were also moderate increases 
from 1947 to 1948, a notable exception being 
a decline in meat exports from Denmark. 

In the case of grain exports, Hastern 
European countries, particularly the U.S.S.R., 
accounted for the whole of the increase from 
1947 to 1948, but, because of the inadequacy 
of the available statistics, the margin of error 
surrounding these figures is too great to permit 
more detailed presentation and analysis. 


6. EUROPE’S TRADE IN INDUSTRIAL MATERIALS 


European trade in thirty major types of 
raw materials and semi-manufactures is shown 
in Table 52. These estimates have been ob- 
tained, like those for food, by applying typical 
1947 prices to the quantity figures derived 
from national trade statistics, and they are 
subject to the same qualifications as the 
figures in the food фа ев.1 

Because of the lack of complete and com- 
parable data in the underlying sources, it has 
not been possible to include figures for certain 
materials, of which chemicals are the most 
important, in Table 52. It therefore fails to 
bring out, as do the more comprehensive but 
less detailed figures already given in Table 47, 
the fact that before the war well over half 
of the total imports of industrial materials of 
Buropean countries were supplied from Euro- 
pean sources. Since the war, as was previously 
observed, the relative dependence of European 
countries on overseas sources has greatly 
increased, more than half their total imports 


1See Appendix В for further details. 


of industrial materials still being obtained 
from non-European countries in 1948. 

To an even greater extent than imports of 
food, Europe’s overseas imports of industrial 
materials were concentrated before the war on 
goods which were produced in only relatively 
small amounts or not at all in Europe. These 
included the principal natural textile fibres : 
wool, cotton and jute; petroleum, rubber, 
and hides and skins; and most of the non- 
ferrous ores and metals. Timber was the only 
major product obtained, in more or less com- 
parable amounts, from both European and 
non-European sources. 

Of the imports obtained through intra- 
European trade, products supplied in the form 
of raw materials were relatively few in number. 
Coal and timber were by far the most impor- 
tant, and the other principal raw materials — 
were iron ore, other ores, hemp and flax, and 
hides and skins. Most of the other industrial 
materials obtained from within Europe fall 
into two groups: semi-manufactures produced 
chiefly from European resources, including iron 


ee 


Table 52 


Millions of dollars in 1947 typical prices, f.o.b. 
FEC] 29 UALS ГУ Oe ee СА a eee 


THE COMMODITY COMPOSITION OF EUROPE’S TRADE IN INDUSTRIAL MATERIALS 


ee TRADE Wee ев ЕАМ | InTRA-EUROPEAN TRADE Тотат, TRADE 
1938 1947 1948 а 1938 | 1947 | 1948 а 1938 1947 1948 а 
Coal and coke . . ОР | а | 09 | 70) | 1150 | 507 | 879 |] 17343 | 525 | '908 
р ОЙ В СИ = оч 
Е И В С о рт = 
. Bauxite о een Ber eae 13 3 5 ~ : 
| Pyrites Е coke ll ae at aa eee ana 
. Other ores . : т. cg bf = 193 59 77 м р = 
оао ла ЧАН оби Bi ql) О р ee 
. Scrap 835 | о 
ое > ПМ о т ео deter ete ee 
. Finished stesl оо ре | sos | а | 5! | 973 | 483 |100 | oo м. 
Copper... waters | 38) “to | ip | wo] m | ss] ie | At | Se 
. Lead в oll eami ies 
. Zine . Sy meee een cere ae я cul ee tame 
Tin. а Sy las QL 985 allot cei gal 
_Atuminiom о ре | is |e | 9 | | | 38 | Se | ge 
. Cement. : Baberte’ faa | waged “Ga. | пи ядов 
Timber И ик, 
‚ Wood-pulp.... exports | 226 | 126 | 196 || 33 | 216 28| 36| | 208 
. Raw wool ; eee a ее ео. р g® 153 "ва "76 
. Raw cotton. : о aad Bee pee afl 18 23 ial a eee 


Table 52 (continued) 


THE COMMODITY COMPOSITION OF EUROPE’S TRADE IN INDUSTRIAL MATERIALS 
Millions of dollars in 1947 typical prices, f.0.b. 


TRADE WITH М№ом-Еово 
Paovocr Counrries PEAN InTRA-EVUROPEAN TRADE ToraL TRADE 
1938 | 1947 | 19484 || 1988 | 1947 | 19480 || 1988 1938 | i947 | 194 938 | 1947 | 19480 1948 а 
| 
Imports | 152 | 
Zr iio М. Exports | xe) | at de 4 1 1 | 166 ve 
| | | | | her № a 1 
22. Hemp and Вах mports 122 | 71 61 | | | 345 
ва 293 | 203 168 
Exports as a 5 К 488 «| AOL. В ‘Heo AB dig AAs 
| | 
23. Wool yarn . Imports — 5 13 156 109 
рае 156 1 113 
Exports 29 | 28 32 р er Вы 185 | 132 | 132 
а warn Imports — 35 16 | 191 91 97 
> 191 56 
Exports 68 35 70 | 81 | 250 | 91 | 161 
25. Silk yarn and yarn Imports | -— 2 1 | 
а | 144 | 74 144 76 88 
of artificial fibre Exports 154 | 68 | 249 | 87 298 | 142 | 336 
I 
26. Other textile yam. yy hors Seay Bice sabe? e | 25 | 28 вт: > 
| 
| Imports | 345 | 
27. Hides and skins. . ee | 26 aa or 192 | 20 21 || afi v6 = 
Imports | | 
28. Rubber. . Не Be | 207 | ing eee РС 20 a В 
1} | 
Imports и 21 19 | | | 
29. Sulphur ..... = Г 4 i 29 25 24 
Exports 1 — —. | 10 2 5 
ь. Imports 66 161 141 208 235 | 248 
30. Fertilizers - + Exports 20 17 22 | 142 74 107 | 162 91 129 
| | я К Е Ло 
Imports | 5,111 | 5,126 | 4,963 | 10,237 | 7,684 | 8,254 
TOTAL . - Exports | 1,525 | 736 | 1,256 ‘pene еее, | 6,651 | 3,204 | 4,547 


Source. — Research and Planning Division, Economic Commission for Europe. For details of the methods of compu- 


tation, see Appendix B. 


2 Provisional, based on figures for less than the full year in most instances. 


and steel, wood-pulp, fertilizers, and silk and 
rayon yarn; and semi- -manufactures produced 
from imported raw materials, of which cotton 
and wool yarn were the most important. 


Europe’s exports of industrial materials to 
overseas countries, although much greater in 
amount than exports of food, were more пат- 
rowly concentrated in a few major items, 
principally steel, coal, wood-pulp and yarn.’ 


The most typical feature of Europe’s post- 


‚тат trade in raw materials is the generally 


of chemicals to overseas hg eee of major 
И although for reasons stated above they are 
not included in Table 52. 


lower level to which trade has fallen, compared 
with pre-war, in virtually all branches but 
particularly in intra-European trade. Two 
relatively small items—scrap and aluminium— 
were the only products in which intra-Euro- 
pean trade was significantly higher in 1948 
than in 1938. Apart from the extraordinary 
imports of coal, increases over the pre-war 
volume of imports from overseas were limited 
to petroleum, pig iron, finished steel, alumi- 
nium, rubber and fertilizers. Imports of most 
other industrial materials, whether from Euro- 
pean or non-European sources, were markedly 
lower in 1948 than before the war. Moreover, 
in several important instances, including non- 
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ferrous. ores and metals, timber, wool and 
cotton, imports in 1948 were also lower than 
in 1947. 


In view of the decreased supplies of industrial 
materials in Europe, it is not surprising that 
Europe’s total post-war exports of these com- 
modities to overseas countries should also 
have declined. It is rather more surprising 
that the principal decreases in exports should 
have been limited to coal, finished steel and 
wood-pulp, and that exports of various other 
items in extremely short supply in Europe 
should have risen above the pre-war level. 
Moreover, the greater part of the increase in 
exports of finished steel and yarn from 1947 
to 1948 went to overseas markets. In these 
instances, the overseas export drive in indus- 
trial materials, although important in reducing 
Europe’s balance of payments deficit with 
overseas countries, would appear to have 
conflicted with the recovery of intra-European 
trade. 


Trade of Principal Countries 


Table 53, in which Europe’s imports of 
industrial materials are grouped into a few 
principal categories, also shows to what extent 
the behaviour of total European imports of 
industrial materials has been influenced by 
the low level of imports into Germany. Of the 
six commodity groups shown in this table, 
mineral oil was the only one in which total 
imports into Europe as a whole reached or 
exceeded the pre-war level. If Germany is 
excluded, however, imports of ores and metals 
recovered to the pre-war volume in 1948, and 
imports of “ other industrial materials ” sub- 
stantially exceeded the pre-war level. In the 
case of countries other than Germany, virtually 
the whole of the decline in imports of industrial 
materials was concentrated in two groups: 
timber and wood-pulp, and materials for the 
textile industry. 


In the case of fuel, Germany’s imports of 
petroleum products were about one-third of 
their pre-war level in 1948, but its imports 
of coal have increased considerably owing to 
the post-war shifting of frontiers, Germany’s 


coal imports now including supplies received 
from the Saar and Lower Silesia. For the rest 
of Europe, aggregate coal imports were about 
10 per cent lower in 1948 than in 1938, whereas 
petroleum imports were more than 40 per cent 
higher. The decline in coal imports is accounted 
for chiefly by France, the Netherlands and 
Italy, while the rise in imports of petroleum 
has occurred principally in the United King- 
dom, Belgium and Sweden, all of which have 
significantly increased their consumption of 
petroleum in industry and agriculture. 


Germany’s position in the European timber 
trade has also changed drastically. In 1938 
it was the second largest timber importer ; 
in 1948 it had become, for the time being, the 
second or third largest exporter. Chiefly on 
account of supplies obtained from Germany, 
France (almost alone among European coun- 
tries) imported more timber in 1948 than before 
the war. 


While Germany is an altogether exceptional 
case, considerable differences have also emerged 
in the relative levels of exports and imports 
of industrial materials by other European 
countries. For instance, as indicated in 
Table 54, Switzerland and Sweden imported 
much more in both 1947 and 1948 than before 
the war, whereas the imports of most other big 
industrial countries in Europe were consider- 
ably below the pre-war level. 


The relatively low volume of industrial 
materials imported by the United Kingdom is 
due chiefly to the fall in imports of timber 
and of cotton and wool. As in most other 
European countries, the reduction in timber 
imports was the result of the world shortage 
of timber. The reduction in textile materials, 
on the other hand, partly reflects the parti- 
cular difficulties of recruiting workers for the 
cotton industry in the United Kingdom. 


The fall in imports of textile materials was 
also chiefly responsible for the fall in the total 
volume of industrial materials imported into 
Belgium, France and the Netherlands, com- 
pared with pre-war. In addition, Belgium 
also imported a smaller quantity of ores and 
metals than before the war, and the decrease 
in France and the Netherlands was partly 


ri 
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Table 53 
EUROPE’S IMPORTS OF INDUSTRIAL MATERIALS ВУ PRINCIPAL GROUPS 
OF COMMODITIES AND BY ORIGIN 
Mulions of dollars in 1947 typical prices, f.o.b. 


ee ee ee ee 


Milli Index numbers 
Commodity Group ох (1938 = 100) 
: 1938 1947 | 19484 1947 | 1948а 
I. Fuel 
Ooal : 
Imports from non-European countries + 400 201 
Intra-European trade . 1,150 507 879 44 76 
Total imports. aS : 1,154 907 1,080 79 94 
Total imports excluding Germany. 1,063 838 937 79 88 
Mineral oil : 
Imports from non-European countries 713 832 973 117 136 
Intra-European trade . 142 99 106 70 75 
Total imports. . . : 855 931 1,079 109 126 
Total imports excluding Germany. 741 905 1,043 122 141 
Total fuel : 
Imports from non-European countries 1 1,232 1,174 172 164 
Intra-European trade . 1,292 606 985 47 76 
Total imports. ; : 2,009 1,838 2,159 91 107 
Total imports excluding Germany. 1,804 1,743 1,980 97 110 
П. Raw Materials and semi-manufactures 
Ores and metals : > 
Imports from non-European countries 1,121 1,052 981 94 88 
Intra-European trade... .. 1,406 757 1,007 54 72 
‘Total imports. . . : 2,527 1,809 1,988 72 79 
Total imports excluding Germany. 1,886 1,795 1,882 95 100 
Timber and wood-pulp : 
Imports from non-European countries 485 447 380 92 78 
Intra-European trade . : 1,058 573 630 54 60 
Total imports. . . Sag 1,543 1,020 1,010 66 65 
Total imports excluding Germany. 1,364 1,014 993 74 73 
Textile raw materials and yarns : 
Imports from non-European countries 2,159 1,694 1,638 78 76 
Intra-European trade . 989 494 503 50 51 
Total imports. . - 3,148 2,188 2,141 70 68 
Total imports excluding Germany. 2,595 2,108 2,008 81 77 
Other industrial materials : 
Imports from non-European countries 629 701 790 111 126 
Intra-European trade . - 381 128 166 34 44 
Total imports. . 1,010 829 956 82 95 
Total imports excluding Germany. 808 789 887 98 110 
_ IE eS ea 
Total industrial materials, excluding fuel : 
Imports from non-European countries 4,394 3,894 3,789 89 86 
Intra-European trade . ; 3,834 1,952 2,306 51 60 
Total imports. . 8,228 5,846 6,095 71 74 
Total imports excluding Germany. 6,652 5,706 5,775 86 87 


Мотез. — The figures are derived from the data 
used in Table 52. 
In ‘order to arrive at the commodity grou 
the items in Table 52 have been grouped as 
“ Coal” comprises item 1. 
“ Mineral ой ” comprises item 2. 
“ Ores and metals” comprise items 3 to 15. 


shown here, 
ollows : 


“Timber and wood-pulp ” comprise items 17 to 18. 

“Textile raw materials and yarns” comprise items 19 
to 26. 

“ Other industrial materials ” comprise items 16, 27 to 80. 


a Provisional, based on figures for less than the full year. 
5 Including finished steel. 
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Table 54 


TRADE IN INDUSTRIAL MATERIALS OF PRINCIPAL EUROPEAN COUNTRIES 


Index numbers — 1938 = 100 
eek ot be ee ор ial i ae Oe Е ee eee 


| IMPORTS Exports 
1938 1947 1948 а 1938 1947 1948 а 
Country Thousand Index Index Thousand Index Index 
millions ofdollars| numbers numbers millions of dollars} numbers numbers 
in 1947 prices | (1938=100) | (1938=100)| in 1947 prices (1938=100) | (1938=100) 
United Kingdom. ..... 2.6 82 91 1.1 405 576 
TAN CO и о с emcees 1.3 91 91 0.7 44 69 
INetherlandser. ss coe ee 0.6 79 91 0.2 43 63 
Belovum ов ор ares 1.0 80 74 0.9 73 99 
Switzerland В оо бов 0.2 141 142 0.1 42 58 
у о о Mees ars 0.6 112 86 0.3 47 88 
Sweden.) с 0.4 116 120 0.6 69 66 
Сегталу сете в Goa 1.8 13 28 0.9 27 45 
Czechoslovakia. ...... 0.3 69 85 0.2 39 44 
Other European countries 1.4 85 99 ЕЙ 54 75 
TotaL Europe 
including Germany 10.2 75 81 6.7 50 68 
excluding Germany 8.4 88 92 5.8 58 72 


Source. — Research and Planning Division, Economic Сот- 
mission for Europe. For details, see Appendix B. 


а Provisional, based on figures for less than the full year 
in most instances. 


due to the reduction in coal imports mentioned 
above. 

Although their imports of industrial mate- 
rials decreased from 1947 to 1948, exports of 
industrial materials by Belgium and Italy 
increased faster and came nearer to their pre- 
war level than those of any other European 
country. Internal economic developments in 
these two countries appear to have led both 
to a decline in imports of raw materials and to 
an increase in semi-manufactures available 
for export. Sweden stands out as the only 
country whose exports of industrial materials 
remained extremely low and failed to register 
any increase between 1947 and 1948, the 
decline being caused by the reduced volume 
of exports of forest products. 

In most countries, exports of industrial 
materials in 1948 were relatively lower in 
relation to pre-war than the total volume of 
their exports of all types of goods. The opposite 
is true, however, in two of the most heavily 


b If coal is excluded, the indices are 72 for 1947 and 79 for 


с The coverage of these figures is incomplete. 


industrialized countries, Belgium and Germany. 
The shift in Germany was particularly marked, 
exports of industrial materials in 1948 being 
estimated at about 45 per cent of the 1938 
level against less than 20 per cent for total 
exports. 


Imports and Industrial Production 


One of the most remarkable features of 
post-war economic development in Europe is 
the considerable lag in imports of industrial 
materials compared with industrial production. 
Table 55 provides a comparison of the relation- 
ship between imports of industrial materials 
and production, both for industry as a whole 
and for two principal industrial branches— 
namely, the textile industry and the metals 
and engineering industry. It is clear that 
between 1938 and 1947 production rose much 
faster than imports of raw materials both 
in industry as a whole and in the textiles 
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Table 55 


EUROPE’S INDUSTRIAL PRODUCTION 
IN RELATION TO IMPORTS 
OF INDUSTRIAL MATERIALS 
Index numbers — 1938 = 100 


Е Imports of Ratio of 
Production | industrial | production 
Commodity group materials | to imports 
1947 | 1948 а| 1947 | 1948 а 1947 | 1948а 
otal es s,s | 83 96 75 81 111 |119 
Textiles .... 72 86 70 68 | 103 | 126 


Ores and metals 75 91 72 79 104 | 115 


Nores. — The figures are derived from Tables 1, 5, 10, 
53 and 54. 

The figures in each commodity group include the following : 
_ “Total” comprise total industrial production and total 
imports of industrial materials. 

“Textiles” comprise textile production and imports of 
textile raw materials and yarns. 

“ Огез and metals” comprise metals and engineering pro- 
duction and imports of ores and metals. 


а Provisional, based on figures for less than the full year. 


and metals and engineering industries, and 
that this divergence of the trends increased 
from 1947 to 1948.1 


This general trend for the area as a whole 
was typical of the relationship between pro- 
duction and imports in most of the larger 
industrial countries in Europe. Out of forty- 
two separate comparisons made (covering all 
industries, as well as the textile industry and 
metals and engineering industry separately, 
for seven leading industrial countries in both 
1947 and 1948 as compared with 1938), there 
were only seven instances, two of which were 
wholly minor, where imports of industrial 
materials failed to decline or actually increased 
in relation to production. One of these cases 
was France, where imports of ores and metals 
in 1947 were relatively higher, compared with 
pre-war, than the output of the metals and 
engineering industry, although in 1948 the 


1The further spread from 1947 to 1948 may be 
somewhat overstated. If imports of industrial materials 
are expressed in 1938 prices, as in Table 47, instead 
of in 1947 prices as in Table 52, the ratio of the pro- 
duction index to the import index would be unchanged 
for 1947 but would be about 112 instead of 120 for 1948. 


increase over 1938 was about the same in 
both the imports and the production of this 
industry. All of the other principal discre- 
pancies concerned Italy. Italian imports of 
textile materials in 1947 were about 70 per 
cent higher than in 1938, whereas textile 
production was 23 per cent less, but here also 
the discrepancy was reduced in 1948 owing to 
a heavy fall in Italy’s imports of textile 
materials. The explanation of this deviation 
from the general trend appears to be that 
Italian inflation in 1947 led to a considerable 
hoarding of raw materials and therefore to 
imports in excess of the amounts required for 
current production. In 1948, on the other 
hand, a similar divergence was to be observed 
in the Italian metals and engineering industry, 
where imports rose much more than production. 


Three principal factors appear to explain 
the ability of European industry to increase 
production faster than imports of industrial 
materials. One of these is the increased use of 
home-produced materials, including waste ma- 
terials and scrap, in place of imported materials. 
A second and somewhat related factor is the 
tendency for some countries which are pro- 
ducers of raw materials to use them in home 
production instead of for export, a development 
which reduces the volume of raw materials 
exchanged among such countries in relation 
to their industrial production.2 Thirdly, during 
the war, habits of greater economy in the 
use of raw materials in industry inevitably 
developed, and this tendency has undoubtedly 
persisted during the post-war period of short- 
ages. In addition, in some cases there may 
have been, in 1948, a drawing-down of stocks 
of raw materials in anticipation of a possible 
decline in prices. 


1 Qf. the discussion of monetary developments in 
Italy in Chapter 2. 

2 Ав one illustration, intra-European trade in hides 
and skins is normally differentiated according to types 
and qualities. Under the stress of general shortages, 
countries have tended to retain and process their own 
hides and skins, which may have some adverse effects 
on the quality of production but does not cause the 
volume to fall in accordance with the reduction in trade. 


7. EUROPE’S TRADE IN MANUFACTURES 


It has already been shown in the discussion 
of Table 47 that total imports and exports of 
finished manufactures by European countries 
were restored to pre-war levels by 1948, but 
that intra-European trade played a much 
smaller role in the total than before the war. 
The moderate rise in intra-European trade 
from 1947 to 1948 did, however, serve to lessen 
somewhat the dependence on imports from 
overseas, but the greater part of the increase 
in exports of manufactures by European 
countries was accounted for by sales to non- 
European countries. 

The development of Europe’s post-war trade 
in manufactures is shown in much fuller 
commodity detail in Table 56.' To bring out 
the trends more clearly, the figures are pre- 
sented separately for 1947 (shown on a half- 
yearly basis) and for January-June and July- 
December 1948. The average time interval is 
thus nine months from the first to the second 
period and only six months from the second 
to the third period, a difference which must 
be taken into account in comparing the rates 
of increase or decrease. Because of the highly 
complex composition of finished manufactures, 
no attempt has been made to convert the data 
from current to constant prices, as in the 
tables presented on foodstuffs and industrial 
materials. The relatively moderate changes in 
prices of finished manufactures in 1947 and 
1948 would not, however, greatly affect the 
comparability of the data.? 


Upon inspection of the figures in Table 56 
the following main trends clearly emerge: 


(1) The decline in imports from non- 
European countries from 1947 to 1948 was 
characteristic of the movement of almost 


1It has not been possible to prepare comparable 
details for 1938 to serve as a pre-war basis of comparison. 


*The figures necessarily have an approximate 
character in view of the lack of complete comparability 
between the classifications employed by different coun- 
tries and in view of the scanty information available 
for certain European countries, especially the U.S.S.R., 
Yugoslavia and Rumania, as well as the French and 
Russian Zones of Germany. The trade not covered 
in the table, however, would be only a very small part 
of intra-European trade in manufactures. For further 
details see Appendix B. 


all of the thirty-six groups of manufactures 
covered by the table, the exceptions being 
few and small in size (textile machinery 
and tractors, for example) ; 

(2) Similarly, the increase in European 
exports of manufactures to overseas coun- 
tries was likewise characteristic of the move- 
ment of virtually all the groups of manu- 
factures, the only exceptions again being 
minor (aeroplanes, silk tissues and wood 
manufactures) ; 

(3) In intra-European trade the situation 
was far more complex: out of the entire 
list, nineteen items showed definite increases, 
nine remained more or less constant and 
eight others showed pronounced declines. . 


Trade in Essentials and Non-essentials 


These divergences in intra-European trade 
correspond to the widely differing trends that 
trade in manufactures has followed according 
to the greater or lesser degree of essentiality of 
the products concerned. These trends are 
further analysed in Table 57, which classifies 
manufactures, both in trade within Europe and 
in trade with overseas countries, in three major 
groups. The first group includes all the manu- 
factured goods most essential to reconstruction 
and development, such as machinery, tractors 
and other capital equipment items, as well 
as colours, dyes, varnishes and pharmaceuticals. 
At the other extreme, the third group includes 
commodities which may be regarded as non- 
essential from the point of view of European 
reconstruction and development, such as per- 
sonal cars, silk tissues and cosmetics. The 
middle group includes commodities of an inter- 
mediate character, such as paper, bicycles, and 
cotton and wool tissues, and also certain com- 
modity groups which comprise both highly 
essential articles and luxuries.! ‘The classifica- 
tion of particular items may be questioned 


? 1For example, item 10 (Instruments and watches) 
includes both scientific and medical instruments and 
luxury goods such as expensive watches and musical 
instruments ; and item 32 (Glass and manufactures 
thereof) includes window glass, mirrors and also ela- 
borate glassware. 


о 
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Table 56 


THE COMMODITY COMPOSITION OF EUROPE’S TRADE IN MANUFACTURES 


Millions of dollars in current f.0.b. prices 


WITH os ree Inrna-EUROPEAN Тотат, TRADE 
CouUNTRIES TRADE 
Product cme 
194 

Halt. | 1948 | 1048 mo 1948 | 1048 и 1948 | 1048, 
.- = a uly- а - = 
У June | Dec yoy June Dei У Dane Soke 
1. Electrical machinery . Imports 6 4 2 34 | 33 
у Exports | 47| 56| 10| 72 | 30) | 7! 6 м 
2. Prime movers, other than Imports 17 13 13 41 42 4 
: ’ 1 
electrical cee Exports | 38 | 63 | 64 || “| 29 | 28 || g2 | 22| 92 
3. Agricultural pears and Imports 12 16 9 11 16 17 23 32 26 
appliances . , Exports ll 15 14 22 31 31 
4. Textile es. and See Imports 11 16 18 94 39 34 35 48 52 
machines Exports 67 92 107 91 124 141 
5. Oth : е : } Imports 160 156 112 307 384 366 
Other machinery, non-electrical Exports 297 240 279 147 228 254 374 468 596 
r : Imports 7 6 4 24 26 20 
6. Tools of iron and steel Exports 3] 35 45 17 20 16 48 55 61 
7. Other manufactures of iron and Imports 18 10 7 56 75 72 74 85 79 
steel . Exports 144 178 204 200 253 276 
8. Electrical apparatus and Imports 56 51 44 86 105 110 142 156 154 
appliances © . a Exports 133 182 205 219 287 315 
9. Manufactures of non-ferrous Imports 9 13 9 38 39 37 47 52 46 
metals Exports 42 49 63 80 88 100 
Imports 24 18 13 78 73 78 
10. Instruments and watches . Exports 107 110 125 54 55 65 161 165 190 
Imports 25 31 30 30 38 48 
11. Tractors Exports | 12 | 39 | 45 о ны 17472 465 63 
12. Locomotives, wagons and other Imports 69 16 17 6 16 15 15 32 32 
railway and tramway material . Exports 47 47 80 53 63 95 
: Imports 43 29 34 119 103 93 
13. Motor vehicles, personal ко 57 1 118 76 74 59 133 185 177 
é < if 7 23 36 58 48 58 
14. Motor vehicles, commercial . ыы с 70 96 21 25 22 90 95 | 118 
: Imports 26 17 15 49 49 44 
15. Automobile parts рой 16 16 24 23 32 29 39 48 53 
I rts 175 137 52 251 218 198 
16. Vessels and boats а 10 34 31 76 81 | 146 86 115 177 
I ts 37 36 22 38 49 41 
17. Aeroplanes and parts thereof . . ро 53 47 30 1 13 19 54 60 49 
| Е Imports 7 10 13 36 30 33 
18. Other vehicles с . ея 43 63 70 29 20 20 72 83 90 


a Provisional, based on figures for less than six months in 
most instances. 
ь Including office and household machinery and appliances. 


с Including motor and pedal cycles. 


Source. — Research and Planning Division, Economic 
Commission for Europe. For details of the methods of com- 
putation, see Appendix B. 
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Table 56 (continued) 


ERG ne 


THE COMMODITY COMPOSITION OF EUROPE’S TRADE IN MANUFACTURES 


Millions of dollars in current f.0.b. prices 


Fg ae ge a eae nw ed pe Be Piper ee ere ео ЕЕ НЕЕ ЕЕ 


TRADE 2 
WITH NON-EUROPEAN a io te a oe Toran TRADE 
CouUNTRIES 
Product 1947 1947 1947 
Ha | ye | gts) Hai | eee а, Hal, | R82 |i 
yearly June | Dec. || 2% ГУ June | Dec rate | June | Dec 
aie Е t 2 9 23 11 17 29 
19. Arms, ammunition and explosives Exports 31 64 65 9 8 6 40 72 71 
: I rts 38 16 12 127 111 127 
20. Cotton tissues . . ЕЕ На th a67 89 | 95 | 115 || 350 | 371 | 472 
: . Imports 4 1 — 74 75 81 
21. Tissues of wool and hair . Exports 76 | 106 | 137 70 74 81 146 | 180 | 218 
Е : Imports -- —- —- 9 + 4 
22. Silk tissues ао 29 13 14 9 4 4 31 17 18 
: УЕ Imports 6 2 2 58 47 36 
23. Tissues of artificial fibre . Exports 64 66 80 52 45 34 116 lll 114 
. Е 37 40 50 
24. Tissues of other textile materials . Everts г a г 14 9 13 29 28 30 
25. Apparel and other eee made Imports 89 54 47 190 143 134 
а. .. Exports | 200 | 198 | 236 | 101 | 89 | 87 || 301 | 287 | 323 
26. Leather clothing and footwear of |= Imports 8 5 8 26 33 99 34 38 30 
leather and other materials Exports 8 20 25 34 53 47 
27. Prepared skins and manufactures Imports 24 ll 6 17 20 19 41 31 25 
ое ег 29%. .< «4. Exports i 8 12 24 28 31 
Imports 38 23 25 67 53 64 
28. Rubber manufactures Exports 33 42 48 29 30 39 62 72 87 
Imports 5 2 4 31 31 34 
29. Wood manufactures . Exports 20 19 19 26 29 30 46 48 49 
30. Paper and manufactures of vere Imports 10 8 9 100 102 106 110 110 115 
excluding newsprint Exports 111 147 150 211 249 256 
31. Manufactures of porcelain, Imports 1 1 1 15 16 15 16 17 16 
earthenware, etc. Exports 33 40 46 48 56 61 
Imports 5 4 2 42 42 35 
32. Glass and manufactures thereof . Exports 53 57 59 37 38 33 90 95 92 
: Imports 25 26 31 86 93 96 
33. Colours, dyes and varnishes . Exports 16 21 3] 61 67 65 = 88 96 
: Imports 18 21 20 39 36 42 
34. Pharmaceuticals . . Exports 54 58 58 21 15 22 15 73 80 
Е Imports 3 1 1 27 21 17 
35. Soap, perfumes, cosmetics, ete . . Exports 16 29 28 24 20 16 40 42 44 
. ; Imports 46 26 34 149 134 134 
36. Other ready-made articles Exports 109 117 142 103 108 100 212 295 249 
Imports {1,084 | 843 712 2,606 |2,542 |2,511 
Тотат, all groups Exports |2’235 |2,730 [3,187 1,522 |1,699 11,799 


а Provisional, based on figures for less than six months in most instances. 


3,757 |4,429 |4,986 
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Table 57 


EUROPE’S TRADE IN ESSENTIAL, INTERMEDIATE AND NON-ESSENTIAL MANUFACTURES 


Millions of dollars in current f.o.b. prices 


ESSENTIALS 
Period 
Millions : 
of dollars : index 
Imports from non-European countries 
1947, half-yearly rate . 626 100 
1948, January-June 524 84 
1948, July-December. . 382 61 
Intra-European trade 
1947, half-yearly rate 533 100 
1948, January-June 693 130 
1948, July-December . 796 149 
Exports to non-European countries 
1947, half-yearly rate 868 100 
1948, January-June 1,034 119 
1948, July-December . 1,210 139 


INTERMEDIATE 

Propucrs NON-ESSENTIALS TOTAL 
Millions Millions: Milli 
of dollars : a of delice i На of dollars odes 

309 : 100 149 : 100 1,084 100 
228 : 74 91 61 843 78 
238 (hth 92 : 062 712 66 
701 100 288 100 1,522 100 
741 106 265 92 1,699 112 
781 111 222 Heh 1,799 118 

1,000 100 367 100 2,235 100 

1,266 127 430 117 2,730 122 

1,476 148 501 187 3,187 143 


Notes. — This table is derived from Table 56. 
Table 56 have been grouped as follows : 


In order to arrive at the three classifications shown here, the items in 


ss Essentials ” comprise items 1 to 7, 9, 11, 12, 14, 16, 17, 33 and 34. 
‘“‘ Intermediate products ’’ comprise items 8, 10, 15, 18 to 21, 24, 27 to 82 and 36. 


“‘ Non-essentials ”? comprise items 13, 22, 23, 25, 26 and 35. 


(for instance, the ranking of apparel and foot- 
wear аз non-essential) and the whole distinc- 
tion between essentials and non-essentials is 
necessarily somewhat arbitrary. Nevertheless, 
in practice, the authorities in most countries 
do employ these distinctions, both as general 
concepts and in their trade policies when, in 
times of strain, import restrictions are applied 
or intensified.’ 

Imports from non-European countries have 
been consistently concentrated on the essential 
types of goods which made up from 55 to 
60 per cent of total imports of manufactures 
from overseas in contrast with only about 
13 per cent of products in the non-essential 
group. The slightly disproportionate decline 
in imports of essentials in 1948 was heavily 
influenced by the completion of large deliveries 
of railway rolling-stock to France from the 
United States in 1947. 


1For example, the trade agreement of April 1948 


- between Switzerland and Sweden allocates the projected 


total amount of Swiss exports to Sweden into two 
distinct parts, one for essentials and one for non-essen- 
tials. Of. Feuille Fédérale, 2 September 1948. 


On the other hand, products classified as 
essentials weigh much less heavily in European 
exports to overseas countries, constituting 
somewhat less than 40 per cent of the total, 
while intermediate and non-essential manu- 
factures were proportionately more important 
than in imports. The expansion of exports to 
non-European countries has, moreover, been 
fairly evenly spread among the three groups, 
essentials tending to increase at only slightly 
less than the overall rate of expansion. 

In intra-European trade, the percentage 
distribution among the three groups is rather 
similar to that in European exports to over- 
seas countries, but the trend of development 
is strikingly different. The increase has been 
concentrated in essentials, which, compared 
with 1947, expanded by almost 50 per cent 
in the last six months of 1948. Moreover, 
this increase more than compensated for the 
decline in imports of essentials from overseas 
countries. In goods of an intermediate nature, 
the increase in 1948 was only moderate com- 
pared with 1947, although here, too, the 
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rise compensated for the decline in imports 
from abroad. In the third group, on the other 
hand, not only was there a very sharp and 
progressive contraction in intra-Huropean 
trade, but the decline in this sector also 
reinforced the decline in imports from overseas, 
with the result that the total amount of non- 
essential imports by European countries in 
1948 was very much lower than in the pre- 
ceding year. 


Trade of Principal Countries 


In contrast to the divergent trends noted in 
the trade of individual countries in food and 
raw materials, the broad changes that have 
taken place in trade in manufactures from 
1947 to 1948 appear to have been fairly general 
throughout Europe (although, as in the case 
of other commodities, wide differences in the 
relative levels of different countries’ imports 
and exports of manufactured goods would 
appear if pre-war data were available as a 


basis for comparison). In order to show the 
separate movements of the trade of individual 
countries in different classes of manufactured 
goods, Tables 58 and 59 give figures for exports 
and imports of capital equipment and non- 
essentials separately for the main trading 
countries. 

In the case of capital equipment, the per- 
centage figures given at the bottom of Table 58 
show that intra-European trade accounted 
for an increasing share in both total exports 
and total imports of European countries, 
although the absolute increase in exports 
overseas was greater than that in intra- 
European trade. More than half of the total 
exports of capital equipment, and likewise 
more than half of the increase in exports over 
the period, came from the United Kingdom. 
Other European countries, particularly Belgium 
and Italy, achieved even greater rates of 
expansion. The fastest rate of growth is shown 
in Germany, although its exports~ started 


Table 58 


IMPORTS AND EXPORTS OF CAPITAL GOODS BY PRINCIPAL EUROPEAN COUNTRIES« 
Millions of dollars in current prices 


Imports, c.i.f. 


Country 1947 1948 

Half-yearly January- 
rate June 
United Kingdom ..... 90 118 
France nes gues sss sf 5 as 206 137 
Belgium-Luxemburg . . . 91 96 
Netherlands ....... 119 132 
Switzerland ....... 41 54 
Germany елси. у ес с с 
MS WOd ел Soh eek sig op oe, cs 69 77 
INOTWAY еее. 113 91 
Denmark? ные Ss 37 35 
Finlandia eco ei aes 20 21 
Еее а 69 40 
Czechoslovakia ...... 16 23 
Other European countries 270 298 
LOUD о Sma So ares ate 1,141 1,122 

of which 
Europe (per cent). . 41 57 
Non-European coun- 
tries (рег cent) . . 59 43 
Source. — Research and Planning Division, Economic 


Commission for Europe. 
a“ Capital goods” include items 1 to 7, 9, 11, 12, 
14, 16 and 17 in Table 56. 


Exports, f.o.b. 


1948 1947 1948 1948 
July- Half-yearly January- July- 
December В rate June December 5 
670 867 _ 993 
115 106 143 
89 127 147 
с с с 
84 92 101 
5 19 29 
86 105 118 
с | с с 
с с с 
с с с 
40 62 84 
75 90 105 
85 98 110 
1,249 1,566 1,830 
36 39 39 
64 61 61 


> Provisional, based on figures for less than six months. 


с Included in “other European countries ”. 
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Table 59 


IMPORTS AND EXPORTS OF NON-ESSENTIAL GOODS 
BY PRINCIPAL EUROPEAN COUNTRIES 
Millions of dollars in current prices 
о ee 


Imports, ¢.i.f. 


1947 1948 1948 
Country 3 т 
ВЕРА : 2 ft ro January- | Per cen July- Per cent 
ИД : трое June: of Decembera: 0/0 
ob dates) | of manu- Sore eae, (millions Г aporis 
| factures of dollars) 3 facies of dollars) Sy? 
iinited Kingdoms: S05 « sii... « 
г 44 г ue 
3 tia) 22 >. 25 gi 28 
Belgium-Luxemburg ......... 80 4 8 
а В соль 5 39 29 ial 
о SS tes Me Se eee 35 od a 
Sve CMM с ео ОЕ ЕЕ 61 1 iB 
SRT ah ae 28 7 5 
Е В. 21 18 7 
о о № о fs abs tn 8 20 
ots Jd 18 20 
а: : 10 8 
To i ae 5 5 
Other European countries ...... 53 12 13 
INOS ров ee ae eee ПЕ 452 14 13 
о f whi ch OR ET nn a) baie я о 
Europe (рег cent) ......-. 66 75 
Non-European countries (per cent) 34 25 
Exports, f.o.b. 
1947 948 
toca! ` Рег cent Per cent Per cent 
cen : Рег cen . i Pee 
ae vere ed see : of total Е а: of total 
one exp : orts sae : orts 
ЧР) of manu- of manu | ое) of manu 
:  factures :  factures :  factures 
United Kingdom. .........-- 317 : 19 
reliant eee aon es Ma Se 1 25 
ЕС о аб еее пее 135 27 
Belgium-Luxemburg ....-+.---- 19 ; 7 
Netherlands ae wus ame 62S oes 14 11 
vated rye О ae ae Cee ee Падение 50 15 
нее 1 : 1 
А О о ыы — | — 
СВЕ бе Е ле м 6 13 
ANG er ое ее 6s ое ее 6 8 ® — — 
Бра оо a SP и. 8 15 
BERN G le ete uate mee ee Р* 4 59 31 
zechoslovakia .-. « «+ « 6 « © « « « 26 13 
Other European countries ...... 19 16 
TU om Cin р ие ee 655 17 
of which : 
Europe (рег cent) ......: 44 
Non-European countries (per cent) 56 
Source. — Research and Planning Division, Economic land would become as follows (the percentage share in total 


1551 . For details, see Appendix В. Swiss exports of manufactures being given in parentheses) : 
о eae: ear is 1947, half-yearly rate, $121 million (87); 1948, January- 


a Provisional, based on figures for less than six months. June, $111 million (86); 1948, July-December, $122 mil- 
b Including cars for re-export both in imports and exports. lion (87). 
с If watches were included, the export figures for Switzer- 
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from a very low level in 1947 and rose in 1948 
to only a fraction of the pre-war level. On the 
side of imports, most countries increased their 
purchases of equipment, but French and 
Italian imports decreased considerably. In 
both instances this was mainly due to the 
completion of deliveries of transport equipment 
from the United States. 

The distribution of imports of goods in the 
non-essentials group by individual countries, 
which is given in Table 59, shows how general 
the decline in trade in these products has been. 


These figures do not, however, indicate the 
relative degree of austerity in one country 
compared with another, since some countries, 
for example France and Italy, which are 
themselves large producers of luxuries and 
other light consumer goods, ordinarily import 
fewer non-essentials than others. The figures 
do, however, reveal the different trends of the 
past two years. Belgium, Sweden and Norway 
are the countries which have made the largest 
reductions in their imports of non-essentials, 
but the first two of these countries appear 
to have had exceptionally large imports of 
these commodities in 1947.1 

In absolute terms, the cut in British imports 
of non-essentials between 1947 and 1948 has 
been comparatively slight, but their share in 
total British imports of manufactures shows a 
considerable decrease, and it must be borne in 
mind that imports of these commodities were 
already subject to restrictions in the United 
Kingdom in 1947. The only country showing 
an increase in imports of non-essentials, both 
in absolute amounts and as a share of total 
imports of manufactures, was Finland, where 
the very strained import position in 1947 
improved considerably in 1948. The same 
explanation may be valid for the rise in 
imports of non-essentials to the group of 
“other countries ”, which are mainly Central 
and Eastern European countries. 

On the export side, the total amount of 
non-essentials increased in 1948, but the 
percentages given in Table 59 show that a 
rapidly increasing share of these exports went 


+ With regard to Sweden, see last year’s SuRVEY, 
page 95. 


to non-European countries. Within the total, 
different countries naturally fared very differ- 
ently in the overseas markets for non-essentials. 
The absolute amount of non-essentials exported 
from the United Kingdom to all destinations 
showed a marked increase, while exports from 
nearly all other countries showed a decrease ; 
this was due in part to the fact that most of 
the British exports went to overseas countries. 
Nevertheless, exports of non-essentials from 
the United Kingdom took a decreasing share 
in total British exports of manufactures. 


The supplying countries which were most 
severely affected by the-cut in non-essentials 
were Italy and Switzerland (as regards com- 
modities other than watches), but the percen- 
tage figures for all other countries, except the 
Netherlands and Czechoslovakia, also show 
decreases. In the case of Czechoslovakia the 
increase seems to be mainly a result of increas- 
ing exports to other Eastern European coun- 
tries. 


The wide shifts in European trade in manu- 
factures from 1947 to 1948 appear to follow 
the general trends in the European economy 
during this period. In some countries the 
relaxation of inflationary pressure discussed 
in Chapter 2 diminished the special stimulus 
given to trade in luxuries and other less 
essential articles by inflation. A more direct 
and universal influence was the increased effort 
of European countries to bring their foreign™ 
trade into closer balance through additional 
restrictions on imports of low priority goods. - 


The question arises as to what extent the 
curtailment of intra-European trade in less 


essential products contributed to recovery. 


Such measures inevitably tend to be mutually 
conflicting’ in their effects on balances of 
payments, since import restrictions imposed 
by one country are offset by those imposed by 
other countries. The compression of trade 
in less essential goods may, however, help to 
promote the shift of manpower and resources 
into the production of more necessary primary 
and manufactured products and thereby con- 
tribute to internal adjustment and to external 
equilibrium. Two limitations, however, stand 
in the way. One is the very incomplete mobility 


< 
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of skills and resources and the resulting diffi- 
culty of shifting workers and plant from the 
production of light consumer goods, which are 
the main components of non-essential goods, 
into more basic industries. Another is that 
any such transfer of resources as may occur 
in the producing country is likely to be more 
than outweighed by a counter-movement in 
the importing country. It is a common.experi- 
ence that, because of the extreme difficulty 
of controlling investment and manpower in 


the light consumer goods industries, restric- 
tions imposed on imports of such goods almost 
invariably lead to the establishment of do- 
mestic industries producing the same things, 
usually much less efficiently. There thus 
ensues a diversion of fresh manpower and 
capital into less essential lines without any 
net benefit to the European economy in 
general, but with considerable disadvantage 
both to consumers and to the country from 
which the goods were previously obtained. 


8. SUMMARY OF TRENDS IN TRADE 


The developments that have taken place in 
the volume and commodity structure of 
Europe’s trade which have been analysed in 
this chapter can be summarized in the follow- 
ing main points: 

1. Europe’s trade registered substantial 
recovery in 1948 in the expansion both of 
exports to overseas countries and of intra- 
European trade, and in the reduction of the 
exceptional dependence of the area on imports 
from overseas countries. Although both the 
geographic distribution and the commodity 
structure of trade continued to show many 
changes in comparison with pre-war, a tendency 
towards the restoration of the former patterns 
of trade was evident in most sectors. 


2. The growth of total exports by some 
ии cént from 1947 to 1948 ао the fact 
that they rose faster than industrial production 
were _particularl iking. The tendency for 
exports to level off in the middle of 1947, which 
was commented upon in last year’s SURVEY, 
appears, in retrospect, to have been primarily a 
seasonal phenomenon which was repeated in 
the summer of 1948 and was followed, in each 
instance, by a further expansion of exports. 
It is especially noticeable that, within the 
total volume of exports, manufactures have 
mela фо the_pre- the fact 
that ny, one of the largest pre-war 
аа of manufactured goods, has exported 


little butprimary_goods-since the war. 


3. Most European countries shared in the 
trade recovery in 1948, although the com- 


parative levels of exports and imports of 
different countries varied widely in relation 
to pre-war. The United Kingdom, confronted 
with one of fhe most difficult trade problems, 
led in the recovery of exports with a volume 


47 per cent above pre-war im the Tast quarter 
of 1948, the, greater part of its export—drive 


being carried out in overseas markets where 
the United Kin alone d for well 
over half of Europe’s exports. Taken together, 
other European countries showed even faster 
rates of growth in exports, although starting 
from lower post-war levels than the United 
Kingdom and still falling short of the pre-war 
aggregate volume. A number of countries, 
nevertheless, continued to show wide gaps in 
the relative levels of their exports and imports 
and registered little or, in some instances, no 
progress towards equilibrium at tolerable levels 
of trade. 

4. Intra-European trade recovered less than 
trade’ with overseas countries. Germany, with 
its large pre-war trade with other European 
countries, was the main centre of the fall in 
intra-European trade, and, excluding Germany, 
the overall volume of trade among other 
European countries returned to the pre-war 
level. There were, however, significant diver- 
gences in the movement of trade in different 


parts of Europe, notably the increased volume 


of trade among Eastern European countries, 
ne eee eee о Пава те, 
и 
the United Kingdom from—other_Huropean 
countries. 
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5. Intra-European trade remained somewhat 
different from pre-war in its commodity com- 
position, but from 1947 to 1948 there was a 
tendency to return towards the broad lines 
of the pre-war pattern. Trade in foodstuffs 
and raw materials increased substantially from 
the extremely low level of 1947, the sharp 
rise in deliveries of Russian grain and Polish 
coal being particularly important. Manufac- 
tures, although accounting for a larger share 

“of total intra-European trade than before the 
war, remained about 20 per cent less in volume 
than in 1938, despite an increase in trade 
in manufactures among European countries 
other than Germany. The rise in intra- 
European trade in manufactures from 1947 
to 1948 was concentrated, moreover, in capital 
equipment and other essential goods. Serious 
marketing difficulties arose for nearly all 
manufactured goods of a less essential cha- 
racter, and competition in this field may be 
expected to become still sharper if German 
manufacturing production and exports con- 
tinue the rapid increase of recent months. 
In general, it seems clear that intra-European 
trade is recovering without significant German 
participation and is assuming a _ structure 
largely independent of the role which Ger- 
many formerly played. 


6. Except for the great increase in grain 
imports from 1947 to 1948, necessitated by 
shortages in Europe, the large post-war 
imports of foodstuffs, capital equipment and 
AniShGI-COnSUMeF gcods from Lom European 
countries diminished rapidly. This was mainly 
a result of the recovery in European produc- 
tion and the completion of certain large relief 
and reconstruction deliveries, but also because 
foreign exchange difficulties led many coun- 
tries to curtail their imports of less essential 
goods. These changes in commodity composi- 
tion were accompanied by geographic shifts in 
the origin of overseas imports, the share of the 
United States and Canada decreasing markedly 
in relation to that of other overseas countries. 


7. Among the major industrial materials 
imported by European countries, textile fibres 


stood at the lowest level in relation to pre-war, 
but, in general, i } f virtually all indus- 
trial materials were low in comparison with 
the levels of production achieve uropean 
industry. This change in the relation of 
imports to production may be expected to 
be, in part, of a permanent nature, since 
European countries during and_after the war 
learned to economize in the use of scarce 
materials and to utilize substitute and waste 
products. The question remains open how 
this development affects costs of production 
in Europe. 


8. Exports to overseas countries increased 
during 1948 throughout practically the whole 
range of European produce with the exception 
of food. In industrial materials, the bulk of 
the increase was in steel and yarn. In manu- 
factured goods, exports to overseas areas sub- 
stantially exceeded the pre-war level, and the 
rise from 1947 encompassed virtually all types 
of manufactured products, including capital 
equipment and consumers’ goods. In view 
of the difficulties in the sale of consumers’ 
goods which have developed in intra-European 
trade, a decisive factor in the future of Kurope’s 
exports overseas may well be the extent to 
which overseas markets will be able and will- 
ing to take less essential ds from Europe. 
In the case of equipment goods, marketing 
possibilities within Europe and overseas should 
be relatively very much better, inasmuch as 
less-developed countries should provide an 
active demand for capital equipment in éx- 
о. 
raw materials which are still in short supply in 
many European countries. 

Following this review of the general trends 
in Europe’s trade, it remains to devote closer 
analysis to the two major problems of trade 
and payments relationships with overseas 
countries and trade and payments relationships 
among European countries. Before proceeding 
to this analysis, however, it will be useful to 
review developments in the field of international 
prices which have been left out of consideration 
in the quantitative analysis up to this point. 
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Chapter 5 


PRICES IN INTERNATIONAL TRADE 


1. THE MOVEMENT OF WORLD PRICES 


The present structure of world trade makes 
it difficult to summarize movements in the 
prices of goods exchanged between different 
countries. In the first place, a large part 
of world trade is now conducted on the basis 
of bilateral agreements and special buying 
arrangements whereby trade in the same goods 
flows in many separate channels, each of 
which may have its own level of prices. 
Secondly, owing to the steps taken by many 
countries to maintain domestic prices at a 
controlled level independently of price move- 
ments in the rest of the world, price relation- 
ships within individual countries often vary 
considerably from those abroad. To a large 
extent a world m ice, in the old sense 
of the term, has ceased_to exist; a fall in 
wheat prices in Chicago no longer has instan- 
taneous repercussions on the price of wheat 
traded in the rest of the world. Nevertheless, 
some similarity in the general trend of prices 
in the different areas of the world persists. 
Though the greater part of world trade is 
conducted between countries with inconvertible 
currencies and on the basis of bilateral trade 
agreements, the possibility of buying or selling 
in “free markets” against gold or dollars 
exerts some influence on the prices charged 
in bilateral trade—an influence which varies, 
however, with the nature of the particular 
commodity traded and with the circumstances 
of the particular trading countries. 


“ World market ” prices have therefore only 


a restricted meaning at the present time; in 


so far as they exist, they may be taken as 
the prices ruling in hard-currency markets ; 
in particular, as the prices in the largest 
hard-currency market, the United States. It 
has already been shown in Chapter 2 that over 
the last two years a certain similarity could 
be observed between typical price movements 
in the United States and price movements 
in European countries. In the present chapter, 
the movements of American prices and their 
relation to the terms on which Europe buys 
its imports and sells its exports will be exam- 
ined more closely. 


The main tendencies in the behaviour of 
American prices during the past three years, 
shown in Chart 6, may be summarized as 
follows : ~ 


(1) Prices rose rapidly after the withdrawal 
of price controls in mid-1946 and_continued 
a fairly sustained increase until the end of 
1947. The increase was especially marked 
in farm products, grain rising to four times 
and meat to three times the 1938 price. The 
rise in manufactured products, on the other 
hand, was more moderate, the average price 
for manufactures, at the end of 1947, being 
somewhat less than double the 1938 level. 
Tron and steel prices were only about 40 per 
cent higher. than before the war. 


(2) In the closing months of 1947 and the 
beginning of 1948 the development of prices 
became more irregular. Industrial goods 
continued a slow but steady price increase, 
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Chart 6 
TREND OF WHOLESALE PRICES IN THE UNITED STATES 


Index numbers — 1938 = 100 


(Logarithmic scale) 
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but farm prices began to sag and broke sharply 
_ in February 1948. They rose again, however, 
until August, after which a steady and general 
decline in agricultural prices set in. The 
average price level of manufactured products 
likewise declined moderately, but the prices 
of certain industrial materials, particularly 
non-ferrous metals, continued to rise and were 
appreciably higher at the end of the year 
than at the beginning. 


(3) As a result of these changes, the spread 
which had developed between agricultural and 
other prices during the war was further accen- 
tuated in 1946 and 1947, the increase in grain 
prices by the end of 1947 being about twice 
as great as that in the average price of manu- 
factures. Thereafter, however, the sharp 
decline in agricultural prices, the levelling-off 
in the prices of manufactures, and the con- 
tinued rise in the prices of some industrial 
materials greatly narrowed the price disper- 
sion and, as Chart 6 shows, prices were much 
nearer their pre-war relationship at the end 
of 1948 than they were in 1947. 
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The movement towards more normal price 
relationships in the United States is also 
clearly evident in the detailed data for basic 
commodities given in Table 60. To indicate 
the relevance of the price changes for Europe, 
the indices for groups of commodities given at 
the bottom of the table have been weighted 
according to each commodity’s share in 
Europe’s imports from overseas in 1947. At the 
beginning of 1947 as well as the beginning of 
1948, food prices stood very much higher in 
relation to pre-war than prices of industrial 
materials. By the end of 1948, however, the 
fall in food prices and the continued high level 
of prices of industrial materials had brought 
the two groups to about the same level, the 
overall average being somewhat lower than it 
was a year before. The narrowing of the price 
dispersion which had developed during the 
war is further indicated in the steady reduction 
over the last two years in the average deviation 
of the individual series from the overall index. 
The prices of manufactured goods (which are 
not given in Table 60) remained, however, 
considerably below those of primary products. 
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Table 60 
AMERICAN PRICE QUOTATIONS FOR SELECTED RAW MATERIALS AND FOODSTUFFS 


Index numbers — average 1938 = 


100 


i ЕЖЕ ОИ 


; a. January| J i Decem- 

Commodity Description 1047 prem a ey 4 ay ме г: 
ea a 1948 

Pig iron. . . Е.О.В. Neville Island 137 178 178 
Steel billets Re-rolling (Pittsburgh) 119 127 142 a a ie 
Structural steel Pittsburgh 115 129 141 144 161 161 
Copper . Electrolytic (New York) 193 212 212 214 231 232 
Lead Е Pig, de-silverized (New York) 273 316 363 376 411 454 
Tin Straits (New York) 166 222 222 242 242 244 
VATS ое А Prime western (St. Louis) 228 240 259 269 331 380 
Anthracite coal Composite chestnut 146 158 160 167 174 174 
Crude petroleum . Kansas Oklahoma at wells 139 224 224 224 224 224 
Hides ol Steer, packers’ heavy native 202 261 211 256 227 226 
Natural rubber Smoked sheets (New York) 153 149 156 165 150 129 

Timber . Douglas fir, dimension No. 1, common 

2 хх 16) 255 333 343 370 370 348 
Raw cotton . Middling 15/16” average for 10 markets 354 391 414 375 348 358 
Wool. . Australian 64s. 70s. scoured (Boston) 169 246 278 361 320 357 
Maize No. 3 yellow (Chicago) 242 493 424 389 266 259 
Wheat No. 1 dark Northern Spring (Minneapolis) 234 333 276 253 250 250 
Raw sugar 96° centrifugal (New York) 203 200 186 196 194 193 
Linseed oil New York 407 376 323 323 327 322 
Coffee Santos No. 4 (New York) 345 341 341 344 344 349 
Cocoa Accra (New York) 493 830 672 847 764 604 


Weighted averages : 4 
Industrial raw materials (except food) . . 
Food products ue Cy are 
АП items 


Coefficient of variation а (standard deviation, per cent of average)| 39.1 36.7 


9 я \e 


ae И С бьет 


Source. — The figures have been taken from 
the Survey of Current Business, United States 
Department of Commerce. 


United States export prices, as shown by 
the movements of unit values (derived from 
trade returns) in Table 61 seem to have 
reflected the movements of wholesale prices 
rather closely, at least during 1947 and 1948. 
Although changes in unit values may be 
influenced by shifts in the commodity com- 
position of trade as well as by price changes, 
the index numbers for total exports move 
roughly parallel to the wholesale price index. 
As in the case of wholesale prices, export 
prices of foodstuffs also moved considerably 


a Weighted according to each commodity’s share in Europe’s total 
imports in 1947 from overseas of the raw materials and foodstuffs listed 
in the table. 


nearer in 1948 to the prices of finished manu- 
factures in relation to pre-war. Whereas in 
the last quarter of 1947 and the first quarter 
of 1948 the prices of crude foodstuffs had 
risen by two-thirds in terms of finished manu- 
factures, in the last quarter of 1948 they were 
only about one-third higher. The prices of 
crude materials, on the other hand, declined 
only slightly in the last six months of 1948 
and have shown a rise of about one-quarter 
in terms of finished manufactures compared 
with their 1938 relationship. 


Table 61 


UNIT VALUES OF UNITED STATES EXPORTS 


Index numbers — 1988 = 100 
ae ae ee fe 


Exports of United States merchandise Wholesale 
Year | | oe prices 
Manu- Semi- Finished all commo- 
era es ele a fi а factured manu- manu- Total dities) 
ee ee foodstuffs | factures factures 
: 5 137 
First quarter. . . 167 219 181 129 147 15 
Second quarter . . 172 224 181 134 153 159 142 
1946) Third quarter . .| 187 251 200 140 153 165 160 
Fourth quarter . . 201 249 226 146 164 176 176 
First quarter. . . 215 248 235 161 174 189 185 
Second quarter. . 222 263 241 173 183 195 188 
1947) vhird quarter . .| 297 283 233 177 189 200 196 
Fourth quarter . . 229 317 248 182 191 205 204 
First quarter. . . 248 325 249 189 194 210 207 
Second quarter. . 250 302 246 190 194 208 209 
1948) Third quarter . . 244 288 251 192 193 208 215 
Fourth quarter? . 239 260 230 191 192 203 208 


Sources. — The figures are derived from the Monthly Sum- 
mary of Foreign Commerce of the United States, г 
Current Business, Foreign Commerce Weekly, all of which are 
published by the United States Department of Commerce, 


and The Economic 


Report of ted 
Survey of er cee January 1949, United States Government Printing 


the President Transmitted to 


@ October and November only. 


2. Рыси MOVEMENTS IN EUROPE’S FOREIGN TRADE 


The price relations which have been noted 
between foodstuffs and raw materials on the 
one hand and manufactured products on the 
other are of primary importance for European 


countries, since the ии 
Europe’s trade with the outside world consists 
of an exchange of the products of Europe's 
manufacturing industry for raw materials and 


foodstuffs supplied b ies. 
After i rts of manufactur oods 


from the United States formed_a much larger 
but the analysis in Chapter 4 has shown that 
the traditional pattern of trade is being very 
quickly re-established. In 1948, almost 90 per 
cent of Europe’s total imports from non- 
European sources consisted of food, fuel and 
industrial raw materials, while finished manu- 


factures constituted nearly 70 per cent of 
the total value of Europe’s exports to overseas 


countries.1 Europe’s terms of trade with 
Overseas countries are thus to a large extent 
determined by the relationship between the 
prices of its exports of manufactures and those 


of its imports of foodstuffs and raw materials. 


Table 62 gives the indices of the average unit 
values of Europe’s exports and imports.? 
These show that in the last t he 


prices of imports have risen faster than the 


prices_of exports, with a consequent steady 


1 See Table 47 in Chapter 4 above. 


? Average unit values, derived by dividing volume 
indices with constant pre-war weights into indices of 
current values, reflect changes in the composition of 
trade as well as changes in the prices of individual goods. 
In other words, they show the average rise in prices 
compared with pre-war years of the various goods 
actually exported or imported in any particular post-war 
year. For the purpose of calculating changes in the terms 
of trade, they are preferable, however, to price indices 
with constant weights precisely because they allow for 
the effect of the changing composition of trade on the 
average costs of imports in terms of exports. 


yrs thoy 


Table 62 


UNIT VALUES OF EUROPE’S IMPORTS AND EXPORTS 
Index numbers — 1938 = 100 


Trade with non-European 
countries 


Total trade of Europe 


vent Intra-European 
: ee Е У es of im- trade а Cost of im 
mpo хрог ports in terms| i : 
of exports росы ое о 
О Roe аи ae 177 186 95 195 184 191 96 
ттт. . ... 217 212 102 229 221 221 100 
LOS: 6 ИИ 244 221 110 239 242 230 105 
Source. — The unit values are all f.o.b. dollar values taken from Table 41. 


а By definition, imports and exports in total intra-European trade are equal to each other. 


deterioration in Europe’s terms of trade with 
the rest of the world.! In 1946, the terms 
of trade were actually more favourable than 
in 1938. Between 1946 and 1948, however, 
the unit value of overseas imports rose by 37 
per cent, while there was only a 19 per cent 
increase in the unit value of exports. As a 
result, the terms of trade in 1948 were about 
10 per cent less favourable than in 1938.2 


a 


1In Table 62, as in subsequent tables, the terms of 
trade are measured by the ratio between the unit values 
of imports and the unit values of exports—.e., the cost 
of a given quantity of imports in terms of exports. Thus 
an index number of less than 100 indicates that since 
1938 the terms of trade have moved in Europe’s favour ; 
an index number of more than 100 indicates that they 
have moved against Europe. 

In Table 62, unit value indices are given for overseas 
trade, intra-European trade and total trade. From 
the point of view of Europe as a whole, however, the 
terms of trade are significant mainly in connection with 
overseas trade. In intra-European trade as a whole, 
the unit values of exports and imports are necessarily 
the same, so that the influence of intra-European trade 
on the total terms of trade, as is shown in the table, is 
primarily to dampen the effect of the changes originating 
in the trade with non-European countries. 


2 The year 1938, which is used as the pre-war basis of 
comparison, was fairly typical of the price relationship 
between primary goods and manufactures in the 1930’s. 
In the preceding year, however, as well as in the 1920's, 
prices of primary goods were considerably higher. On 
the basis of 1937 price levels, Europe’s overseas terms 
of trade were more favourable than before the war in 
both 1946 and 1947, and about the same as pre-war т 
1948. The United Kingdom’s terms of trade, similarly 
based on 1937, were approximately the same as pre-war 


The deterioration in the terms of trade was as 
great (if not greater) from 1947 to 1948 as from 
1946 to 1947, but price trends during 1948 
indicate that the deterioration may have 
slowed down or halted in the latter part of the 


year. 
== 


Terms of Trade of Individual Countries 


The changes in the terms of Europe’s trade 
with the rest of the world are the result of 
divergent tendencies in the terms of trade 
of the different European countries. As was 
shown in last year’s SURVEY, the experience 
of the United Kingdom—which alone 
accounted for about one-half of Europe’s 
exports and more than one-third of Europe’s 
imports in trade with the rest of the world in 
1948—was very different from that of the 
Continental countries. The terms of trade of 
the United Kingdom had deteriorated in 1947 
compared with 1938, while those of other 
European countries, taken as a group, had 


in 1946, but deteriorated by some 8 to 10 per cent in 
1947 and 1948. These computations therefore throw a 
somewhat different light on the present status of Europe’s 
terms of trade compared with the pre-war relationship, 
put they do not affect the analysis of the current levels 
of European export and import prices compared with 
the level of American prices, nor the discussion of recent 
trends in Europe’s export and import prices. 


improved. The half-yearly movements of the 
terms of trade in 1947 and 1948 for a number 
of European countries are given in Table 63. 
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This shows that between 1947 and 1948 the 
net position of the United Kingdom remained 
virtually the same, import and export unit 


Table 63 


UNIT VALUES OF IMPORTS AND EXPORTS AND TERMS OF TRADE 
OF EUROPEAN COUNTRIES 


Index numbers — 1938 = 100 


| Омт VALUES TERMS OF TRADE 
(Adjusted for changes in (Cost of imports in terms 
exchange rates) of exports) 
Countr a pai = 
1947 1948 1947 1948 
First ‹ Second | First ‘© Second | First Second | First | Second 
half half half : half half ‹ half half half 
3 Imports РИ 239 246 245 а 
Belgium . Exports 278 312 256 937 а ОЕ Лт | 96 103 а 
Imports} 235 | 234 | 306¢: ~.. 7 
b . 
Bulgaria . Exports 338 339 304 с *y 10 : ~69 101sce 
Imports| 213 213 232 20а 
Czechoslovakia . Exports 272 959 O54 263 а 78 82 91 764 
Imports} 184 227 Oatmeal 
France Exports | 938 233 oo Е р Эт 93de° 10а 
Imports : 
H р 267 301 319 3307 
Ses Exports| 284 343 | 359 359/| 9 se = = 
Imports 
Ireland р 200 216 218 223 а 
relan Exports 194 193 231 212 a 103 112 94 105 а 
Netherlands Helle a 110 112 
Imports | 207 242 255 258 = 
NE Exports | 215 246 | 247 . 981=| % ae 103 fob 
Imports; 218 236 243 242 
SG Exports| 240 . 265 | 281 : 277 || 9 a oe a 
. Imports 
Switzerland Exp ть ae a ae a 92 97 103 101 
Гпрогёв | 193 205 216 196 а 
Turkey Exports 29% 197 180 192 а 86 104 120 102 а 
. . Imports 208 219 236 241 
United Kingdom . Exports 178 189 200 ' 206 117 116 118 117 


Sources. — The index numbers are derived from the 4 Owing to the multiple exch tes, it i i 
Monthly Bulletin of Statistics, United Nations, and from to Galoutate unit valuen for 1948 in Retina of danas sete 


national statistics. For details, see Appendix B estimates of the terms of trade for 1948 were derived from 
Nore. — Imports are given ona c.i.f. basis, movements of import and export prices in terms of the 
an f.o.b. basis. national currency. 


а Based on third quarter only. e Based on second quarter only. 
» Base of the index numbers : 19389. / Based on four months only. 
с Based on first quarter only. & Based on five months only. 
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values rising about equally,! while the terms 
of trade of the Continental countries appear 
to have deteriorated considerably. Thus the 
difference between the United Kingdom and 
the Continental countries no longer appears 
to be so large as it was in the previous 
year. The deterioration in the terms of trade 
of the Continental countries was particularly 
noticeable in the case of Belgium and of 
France. 


It must be borne in mind that the data in 
Table 63 relate to the total exports and total 
imports of the individual countries, since the 
corresponding indices are not generally avail- 
able for each country in its trade with different 
geographic areas. In Table 64, a computation 
has been made, however, showing separately 
the terms of trade of the United Kingdom 


Table 64 


OVERSEAS TERMS OF TRADE OF THE 
UNITED KINGDOM AND THE REST 
OF EUROPE 


Index numbers — 1938 = 100 


Unit value|/Unit value) terms of 
Area of of trade ь 
imports @ | exports а 
en: 1947 | 214 183 117 
United Kingdom 1948 235 203 116 
Other European {1947 219 247 89 
countries 1948 250 241 104 
1947 217 212 102 
ToraL Europe 11948 244 221 110 


eee ЕВ ВЕ ем 


Source. — Research and Planning Division, Economic 
Commission for Europe. For details, see Appendix B. 

a Е.о.Ъ. dollar values. 

ь Ratio of import unit value index to export unit value 
index. 


1 Ав stated, the computations are in terms of “ unit 
values ”. Computed on the basis of price changes alone, 
it has been estimated that the United Kingdom’s terms 
of trade deteriorated by about 5 per cent from 1947 to 
1948, the main change occurring in the first half of 1948, 
after which the relationship remained approximately 
stable (see United Kingdom Economic Survey for 1949, 
Cmd. 7647, page 20). This appears, however, to have 
been offset by the changes т composition of imports 
and exports as indicated by the unit value indices. 


and of the rest of Europe in their exchanges 
with non-European countries. The unit value 
of imports into the United Kingdom was 
slightly lower in both 1947 and 1948 than of 
imports into Continental European countries, 
although, as will be noted in more detail 
shortly, the favourable position of the United 
Kingdom in this respect is not fully revealed 
in these figures. On the side of exports, the 
divergence is very much greater, Continental 
European export prices having risen much 
more in relation to 1938 than British export 
prices. The difference between the two price 
levels was as much as one-third in 1947, but 
narrowed to approximately one-fifth in 1948 
as British export prices continued to increase, 
while those of European countries receded 
moderately from their inflated levels. 


World Prices and European Prices 


The spread between Europe’s import prices 
and its export prices, with the consequent 
deterioration in its terms of trade, is in line 
with what might be expected from the relative 
increase in world prices for foodstuffs and raw 
materials compared with world prices of 
manufactured goods. It is clear, however, 
that Europe’s terms of trade were influenced 
by other factors as well, since it has been seen 
that the relative increase in the prices of 
primary goods in the United States was very 
pronounced in 1946 and 1947 and tended to be 
reduced in 1948, whereas Europe’s terms of 
trade with overseas countries appear to have 
been more favourable than pre-war in 1946 
and were practically the same as pre-war in 
1947. It is also obvious from the comparison 
given in Table 64 that specific and different 
influences must have been operating on the 
import and export prices of the United King- 
dom and of other European countries.’ . 


To distinguish as far as possible between the 
effects of changes in “ world prices ” and other 
influences, a calculation has been made to 


1 Since the data in Table 64 relate only to trade with 
non-European countries, the indices for the United 
Kingdom differ slightly from those in Table 63 and Table 
66 covering the United Kingdom’s trade with all 
countries. 
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show what Europe’s import and export prices 
and its terms of trade with overseas countries 
would have been if the various commodities 
entering into the trade had been bought and sold 
at the prices ruling in the United States market. 
For this purpose,;indices of United States 
prices were applied to each of the 60 groups 
of foodstuffs, industrial materials and manu- 
factured goods into which Europe’s trade was 
divided in Tables 48, 52 and 56 in Chapter 4, 
and the separate indices were weighted accord- 
ing to the current volume of trade in each 
group valued at 1938 prices. The results of 
this calculation are shown in Table 65. А 
similar calculation, the results of which are 
given in Table 66, has likewise been made 
for the total external trade of the United 
Kingdom, the price indices in this instance 
being grouped according to the classifications 
employed in British foreign trade statistics 
and weighted according to the value of trade 
in each commodity group in 1938 prices. 


The conclusion which emerges most directly 
from Tables 65 and 66 is that the terms of 
trade of European countries would have been 
much worse than they were in n 8 
if they had sold _ their e rts and pur d 
their import, i In that 
case, Епгоре’з overseas terms of trade would 
have deteriorated by about 27 per cent in both 
Aa pean Tas compared with инь Нева 
of Lana he Co eS as 
shown in Table 65. The United Kingdom 
would have experienced an even more marked 
deterioration of some 40 to 50 per cent in its 
terms of trade_1 and 
import prices had corresponded to the changes 
in United States prices since me e of 
the deterioration of around 16 to 18 per cent 
at the price levels which actually prevailed 
in its export and import trade. 


These comparisons suggest that European 
countries have so far not experienced’ the full 


impact of the unfavourable changes in the 
price relati 2 primary products 


which $ re i he manufactured 
goods which they are selling. In this respect, 
6 position of the United Kingdom was thus 
broadly similar to that of other European 


countries, though the underlying causes were 
rather different in the two cases. In the case 
of the United Kingdor joration of 
the terms of trade was moderated _ largely 
because 1b was able to purchase food and raw 
materials from the Dominions and other areas 
at prices considerably below those ruling mM 
the United States markets. In the case of the 
Continental countries, the fact that the terms 
of trade have not/deteriorated more sharply 


appears to have been mainly due, not to the . 


low prices paid for imports, but to the rela- 


tively high prices charged for exports. To 


show the situation more clearly, it may be 
convenient to examine separately the sum- 
mary results for exports and imports: 


Indices of Export Unit Values 


(1938 = 100) 
1947 1948 
Total Europe (overseas exports only) : 
Actual ee ee 212 221 
At United States prices ..... 176 193 
United Kingdom (total exports) : 
Actual™. Gs + oe seer note ee a emne 184 203 
At United States prices . .... 170 184 


This comparison clearly shows that the rise 
in European export prices is far out of line 
with the rise in the prices of corresponding 
commodities in the United States. In the 
particular case of the United Kingdom, the 
discrepancy appears to have widened somewhat 
from 1947 to 1948 1 in the overseas exports 
of Europe as a whole, however, the discrepancy 
tended to decline moderately, but still remained 
considerably greater than the differential be- 
tween British export prices and United States 
prices. It must be remembered, of course, that 
the export price index for the Continental 
European countries alone, which stood at 241 
in 1948 (as shown in Table 64), was very much 
higher than that for Europe including the 
United Kingdom shown above. 


+ With regard to the behaviour of actual British export 
prices and corresponding United States prices, given in 
Table 66, the discrepancies were widest in the first two 
categories—“ food, drink, and tobacco”, and “raw 
materials and articles mainly unmanufactured ”. British 
exports in these products are, however, extremely small, 
and the more significant comparison is in the price 
indices for “ articles wholly or mainly manufactured ”. 
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Table 65 


CHANGES IN ее OVERSEAS TERMS OF TRADE AND HYPOTHETICAL CHANGES 
CCORDING TO UNITED STATES PRICE MOVEMENTS 


Index numbers — 1938 = 100 

1947 1948 . 

Teer Imports Exports Imports Exports 
Actual : 0.5. | Actual : U.S. | Actual © U.S. | A Us 
prices = prices| prices ‘prices || prices prices ied | р 
Food and feeding-stuffs. ..... 270 : 222 ; 274 | 248 
Industrial materials 210 aed | 188 : 239 205 
Finished manufactures . 161 7 : 169 | 172 186 
TOTAL overseas trade 217 224 212 | 176 244 : 246 221 : 193 


Terms of trade : 4 | 
Ave бы Me ts 
Hypothetical (in U.S. prices) . oe 


Source. — Research and Planning Division, Economic Commission for Europe. Actual pri 
taken from Table 62. For methods of computation in U.S. prices, see Appendix B. ud ны 


а Ratio of import price index to export price index. 


Table 66 


CHANGES IN THE UNITED KINGDOWM’S TERMS OF TRADE 
AND HYPOTHETICAL CHANGES ACCORDING TO UNITED STATES PRICE MOVEMENTS 
Index numbers — 1938 = 100 
1947 1948 January-June 
Exports 


1948 July-December 
Imports 


Item а 


Actual U.S. | Actual U.S. | Actual : U.S.| Actual U.S. | Actual ' U.S. | Actual U.S. 
prices © : prices | prices © : prices | prices 9 : prices prices } : prices | prices > : prices | prices 8: prices 


Food, drink and : 
tOHACCO, Е. - 212 : 260 183 : 150 231 : 289 210 : 160 235 : 276 204 : 156 


Raw materials and 
articles mainly un- ; 
manufactured. . . 235 : 276 211 : 207 267 ; 295 253 : 221 277 ; 300 


260 —-222 
Articles 


wholly or 
mainly manufac- : ; : 
PUTCO бы рые 16) 1 208 : 180 183 : 170 229 : 198 197 : 180 227 : 204 204 : 188 


Тотлт, foreign trade . | 214 | 245 | 184 10| 236 268 | 20 180 | 241 24 206 | 187 


Terms of trade: с 
о р eae - 116 118 117 
Hypothetical 
(in U.S. prices) . 144 149 141 


Source. — Research and Planning Division, Economic 
Commission for Europe. For methods of computation, see 
Appendix B. 

a The commodity composition of each group conforms 
to that of the official trade statistics of the United Kingdom 
and differs from that given in Table 65. The index numbers 


for the separate groups given in the two tables, therefore, 
are not comparable. See footnote 1, page 102. 

b The actual price indices are official unit value indices 
calculated with current weights and adjusted for changes in 
exchange rates. They represent c.i.f. values in the case of 
imports and f.o.b. values in the case of exports. 


с Ratio of import price index to export price index. 
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A comparison of the data for imports gives 
the following results : 


Indices of Import Unit Values 


(1938 = 100) 

: 8 
Total Europe (overseas imports only) : Bet! 7 
Actuals ais рено eee ele 244 
At United States prices ..... 224 246 

United Kingdom (total imports) : 
Actual eee « te с р 239 
At United States prices ..... 245 266 


The application of United States price move- 
ments to total European imports from over- 
seas, on the one hand, and to total British 
imports, on the other hand, results in rather 
different levels of prices in the two cases on 
account of the different commodity composi- 
tion of the trade. British imports consist 
predominantly of primary goods and semi- 
manufactures, which, as shown above, have 
risen substantially more in price in the United 
States than manufactured products. Imports 
of other European countries, on the other 
hand, include not only foodstuffs and raw 
materials, but also most of Europe’s relatively 
large post-war imports of manufactured pro- 
ducts from overseas. The inclusion of this 
relatively low-priced component would, other 
things being equal, tend to lower the average 
unit cost of imports into Europe as a whole 
compared with imports into the United King- 
dom.* In fact, however, British import prices 
have risen less than the pric i of 
Europe as a whole and В uch 
lower in relation to United States price levels. 
Imports into other European countries, on the 
other hand, have tended to conform more 
closely to the increases shown in United States 
prices. 


British Import Prices 


As shown in Table 66, the advantages 
enjoyed by the United Kingdom in the prices 
actually paid for imports compared with 
United States price levels were considerable 
in both of the first two groups, “food, drink, 
and tobacco ” and “raw materials and articles 


т For the same reason, the decrease in the share of 
manufactures in Europe’s overseas imports was one of 
the important factors in the rise in their average unit 
cost from 1947 to 1948. 


mainly unmanufactured ”.1 In the third group, 
“articles wholly or mainly manufactured ”, 
the British unit value index in 1947 and 1948 
was consistently higher than the corresponding 
index at United States prices, but the weight 
of this group in British imports (about 24 per 
cent of the total in 1948) is much smaller than 
that of the first and second (44 per cent and 
32 per cent, respectively). The higher prices 
paid for products in the third group are, more- 
over, a further confirmation of the inflated 
levels of Continental European prices, since 
British imports of manufactures come mainly 
from other European ¢Gountries rather than 
from overseas countries. 


The explanation of the relatively low prices 
paid Бу the United Kingdom for its imports 
of food and raw materials appears to lie largely 

“thandetenaivecmaakearhiclewiat jena 


in the extensi s_made of 
long-term contracts and bulk purchase agree- 
ments covering a large proportion of its pur- 
chases. The influence of these arrangements 
on British food supplies is shown in Table 67, 
which covers eight commodities imported 
from Denmark, Argentina, Australia, New 
Zealand, Canada and the United States. The 
table shows that, in the greater part of its 


1 It can be seen from Table 66, which covers British 
imports that the indices for “ raw materials and articles 
mainly unmanufactured ” were considerably higher in 
1947 and 1948 (whether measured by prices actually paid 
or by corresponding United States prices) than the 
indices for “ industrial materials ” in Table 65 covering 
overseas imports into all of Europe. This difference in 
no way contradicts the thesis that British import prices 
were relatively low compared with those paid by other 
European countries, the explanation lying in the 
different composition of the two groups. As previously 
stated, the group in Table 66 corresponds to the regular 
British classification and includes several relatively 
important items whose prices have increased most, which 
are either not included in the group of “ industrial 
materials ” ла Table 65, or else are less important in 
total European imports than in British imports (for 
instance, oilseeds, which are included in the foodstuffs 
group in Table 65, and timber, whose share in British 
imports is very much greater than that in total European 
imports from overseas). On the other hand, the “ indus- 
trial materials ” group in Table 65 includes a number of 
items for which American prices have increased rela- 
tively little and which are either not imported into the 
United Kingdom in appreciable amounts (coal being 
the principal example) or which are grouped in British 
import statistics in the class “ articles wholly or mainly 
manufactured ” (for instance, mineral oil, steel, copper, 
wood pulp and fertilizers). The groups given in the two 
tables are not, therefore, directly comparable, and the 
differences in the price indices for the two groups have 
little or no significance. 
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food purchases from these countries, the 
United Kingdom has been able to hold the 
post-war price increases to relatively modest 
dimensions compared with the general rise in 


world prices. For each of the commodities 
listed, the larger part of British imports was 
invariably obtained in 1947 and in 1948 at 
very much lower prices than those paid for 
the marginal quantities obtained from other 
suppliers. Thus, the United Kingdom obtained 
its wheat largely from Canada at a price only 
about double the 1938 level (in terms of dollar 
equivalents), whereas the smaller quantities 
obtained from the United States, Australia 
and Argentina cost from two and a half to 
three times the pre-war price. On the other 
hand, meat and dairy products came prin- 
cipally from Australia, New Zealand and Argen- 
tina at prices which were, for the most part, 
no more than one-quarter to three-quarters 
higher than the 1938 levels. The prices paid 
for smaller quantities of similar products from 
Denmark, Canada and the United States 
tended to be very much higher, in relation 
both to the prices paid to the principal sup- 
pliers and to the pre-war levels.! 


In the field of raw materials, the United 
Kingdom likewise appears to have purchased 
at prices considerably lower in relation to 
pre-war than those prevailing in the American 
market. This was particularly true in 1947, 
when, for instance, the average price (in dollar 
equivalent) paid for timber, cotton, and hides 
and skins imported into the United Kingdom 
was about two and a half times pre-war 
compared with three- to fourfold increases 
above the 1938 level in United States prices. 


Recent Price Trends 


Although the United Kingdom has continued 
to obtain its imports at prices below “ world 
prices ”, as shown in Table 66, it is also evident 


1Though, as is shown in Table 67, imports from 
Denmark show relatively high prices, imports of bacon 
and dairy products from Denmark have also been 
covered by bulk-purchase agreements, under which the 
prices charged to the United Kingdom have been con- 
siderably lower than those applying to Danish exports 
of the same products to other countries. 


from the table that the differential narrowed 
appreciably during the past year. Whereas 
in 1947 the rise in British import prices was 
about 20 per cent less in the case of “ food, 
drink and tobacco ”, and about 15 per cent 
less for “raw materials and articles mainly 
unmanufactured ” than the increase in cor- 
responding United States prices, by the last 
half of 1948 the margins had fallen to 15 per 
cent and 8 per cent respectively. This change 
is likewise reflected in the half-yearly unit 
price indices given in Table 63, which show 
that British import prices have risen _more 
rapidly and consistently during the past two 
years than those for any other country included 
in’ the АБ eek eee ee 

The explanation appears to be twofold. In 
the first place, it would seem that the price 


rigidity embodied in the British _bul-purchase 
arrangements tended to postpone the full 


impact_of post-war scarcities on British import 
prices, and that these scarcities began to make 
themselves more strongly felt in the contracts 
for 1948, whereas other European countries, 
although still buying at higher prices than 
the United Kingdom, began to benefit in the 
latter part of the year from the weakening 
in world prices of several important com- 
modities. The tendency towards higher prices 
under the British buying arrangements is 
evident in some of the increases observable 
in Table 67.1 


A second important factor is the intensifi- 


cation of European demand _ during the past 


year ob Пора anh ae aca 
including particularly the Sterling Area. It 


has already been seen in Chapter 4 that a 
considerable shift in the sources of European 
imports occurred in 1948, the share of the 
United States and Canada declining consider- 
ably and that of other overseas countries 
increasing. The detailed examination of this 


*Caleulations for January and February in 1949 
similar to those given in Table 67 give further evidence 
of this rising tendency. The price of wheat from Canada, 
as derived from the British trade statistics for these 
months, indicates a rise of 20 per cent compared with 
the average unit cost in 1948, and smaller increases may 
also be observed in the unit costs of meat imports from 
Argentina, Australia and New Zealand. 
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shift in the following chapter indicates that 
it was largely attributable to a change 1 the 
commodity composition of Europe’s imports 
as relief and reconstruction imports from the 
United States declined and imports of other 
types of goods obtainable from other sources 
increased. It is also evident, however, that 
the shift was intensified by the efforts of 
Kuropean countries to find, as far as possible, 
non-dollar sources of supply in order to relieve 
their shortages of hard currency. The extent 
to which such diversion could occur was limited 
by the amount of supplies available from non- 
dollar sources and, as the next chapter will 
show, was less than commonly imagined. 


--Nevertheless, the convergence of demand on 
the Sterling Area 4n т -dollar sources 


Sterling Area 4nd other non-dollar soy 
of Supply undoubtedly tended to produce a 
relative increase in prices in the countries 
coficerned compared with those ruling in the 
United States. Thus the average prices of 
British imports from the Sterling Area increased 
by 15 per cent from 1947 to 1948 compared 
with an increase of only 6 per cent in the 
prices of imports from the United States and 
Canada and from South America This 
increase served to wipe out some of the dif- 
ferential which had previously marked British 
import prices compared with “ world prices ” ; 
for example, the prices derived from British 
import statistics for cotton, oilseeds and nuts, 
hides and skins, and wood-pulp—all of which 
had been below American prices in 1947 
compared with pre-war—caught up with or 
surpassed the level of American prices in 1948. 
The increase in the price of Egyptian cotton 
(purchasable for sterling, although Egypt is 
no longer a part of the Sterling Area) was 
particularly striking: the average cost per 
pound of Egyptian cotton imported into the 
United Kingdom was roughly 80 per cent 


1 Derived from data given in the trade statistics of the 
United Kingdom. ‘The calculations cover respectively 
79, 88 and 52 per cent of the total value of United King- 
dom imports from these areas in 1947. The low cover- 
age for the United States and Canada is due to the 
relatively greater imports of manufactures for which no 
reliable unit values could be obtained. It should be 
noted, however, that between 1938 and 1947 the average 
price of the United Kingdom’s imports from South 
America had increased by 155 per cent compared with 
an increase of 110 per cent in the price of its imports 
from the Sterling Area. 


higher in 1948 than in 1947 and about five 
times greater than in 1938 (in terms of dollar 
equivalents). While British imports of Egyp- 
tian cotton more than doubled in quantity 
from 1947 to 1948, the increase in the total 
volume of cotton exports from Egypt appears 
to have been moderate. 

The effects of recent price changes in the 
United States have also tended to reduce 
somewhat the differences between the prices 
in the American markets and the prices at 
which Ейгореап countries buy and sell in 
their overseas trade. If the computations 
given in Table 65, showing hypothetical British 
terms of trade at American prices, are repeated 
on the basis of United States prices prevailing 
at the end of 1948, the deterioration in relation 
to 1938 is only 37 per cent, compared with 
41 per cent for the second ‘half of 1948 and 
almost 50 per cent for the first half of 1948. 
Similarly, for the overseas trade of Europe 
as a whole, the hypothetical terms of trade 
on the basis of American prices at the end 
of 1948 indicate a deterioration of 22 per cent 
compared with 27 per cent for the full year. 

It may be presumed that the further reces- 
sion in United States prices since the turn 
of the year narrowed these price differentials 
somewhat more, although Europe’s terms of 
trade continued to be more favourable than 
the current American price relations would 
indicate. It would be a mistake, however, 
to attach undue significance to the current 
levels of United States prices aS a measure 
of the ultimate adjustment required in Europe’s 
terms of trade. As far as Europe’s import 
prices are concerned, it is possible that whgn 
the powerful support to American prices 
provided by current dollar aid to European 
countries comes to an end, the prices of many 
commodities in the United States may fall 
to much lower levels, unless strong medsures 
are taken to maintain prices at certain mini- 
mum levels. With regard to the prices of agri- 
cultural products and raw materials from 
other sources of supply, it should also not 
be forgotten that in many cases there are no 
satisfactory market outlets for these com- 
modities except in Europe, and hence that 
the prices maintained in the United States 
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do not necessarily set а “world market ” 
standard for the prices of such commodities. 


On the other hand, it may inevitably be 
necessary in the coming years to bring about 
a much closer alignment between European 
and American prices for manufactured goods. 
As was shown in the preceding chapter, 
European countries have so far been able to 
achieve a remarkable expansion in their exports 
overseas in spite of their high prices. The 
export expansion was, however, primarily in 
markets which, for reasons of politic&l or mone- 
tary affiliation, have been shielded from out- 
side competition. Recovery registered so far 
is, thus, largely to be explained by the fact 
that trade proceeded between countries with 
inconvertible currencies and through bilateral 
agreements. The continuance ope’s 


export expansion and the ultimate achieve- | 
Я рава ais 


3. CURRENCY 


The fact that European export prices have 
risen so much more than United States prices 
for the same type of goods would indicate 
that European currencies in r- 
valued in relation to the dollar, or rather 
—since the United States has a large export 
surplus with most areas of the world and not 
only with Europe—that the dollar is consi- 
derably under-valued in relation to all other 
currencies. It appears furthermore that this 
relative over-valuation of European currencies 
is consi Е gnounced_in the case 
of the United Kingdom than in the case of 
other European countries. e above ana- 
С however, on the movement 
of export prices of the various countries in 
relation to 1938, and there is some evidence 
that in 1938 sterling was somewhat over- 
valued in relation to other currencies.1 The 
position of sterling may not, therefore, be so 
different from that of other European curren- 


1 Sterling definitely appears to have been over-valued 
in relation to other currencies before the devaluation 
of the pound in 1931. As a result of successive acts of 
devaluation in the United States and in European 
countries, the pre-1931 relations between the pound 


а currencies were largely restored, however, by 


OVER-VALUATION 


ment of trade equilibrium will require, however, 
thée*development 0 aréas more 
open to competition. This includes not only 
the United States itself, but also other impor- 
tant trading areas whose external trade position 
enables them to exercise more open choice 
in their import policies. This is clearly true 
of any area in which European countries hope 
to establish an export surplus convertible into 
dollars. It is likewise true of other countries, 
especially Latin America, the Far East and 
the Middle East, with which Europe has a 
trade deficit now covered by dollars, and which 
have alternative markets for their goods in 
the United States. To expand exports to the 
point of covering the present level of imp 

Tom such countries, European manufactures 


with American goods. 
a 


cies aS would appear from the movement of 
export prices since 1938. 


Changes in Production Costs 


The relatively high prices charged by Euro- 
pean countries in their foreign trade may 
be due to two principal causes. One is the 
high costs of pr in Europe in relation 
to those in the United States—a factor which, 
because of the rigidity of cost structures, 
could only be successfully counteracted by a 
readjustment of exchange rates. There is a 
second factor, however, which may not neces- 
sarily involve an adjustment of exchange 
rates—that is, the tendency of many European 
countries, both in their trade with one another 


and in their exports to overseas countries, to_ 


charge high prices for exports in relation to 
costs of production or in relation to domestic 
prices. То the extent Ghat these High оне 
may reflect higher profit margins in the export 
trade, they may automatically tend to fall 
again in response to increasing competition. 
However, as will be noted below, high prices 
may also tend to have permanent effects on 
costs of production. 


aie 
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Some light may be cast on the movement 
of production costs by an examination of the 
relative changes in labour costs of production. 
In the United States, while wage rates increased 
greatly, there was also a rise of some 30 per 
cent between 1938 and 1947 in output per 
worker in industry. To provide some indic- 
ation, however rough, of relative industrial 
costs in Europe and in the United States, it is 
therefore necessary to take into account not 
only changes in wages, but also changes in 
labour productivity. A comparison based on 
the available data is given in Table 68, which 
shows the changes that have taken place in 
average hourly earnings in industry in Euro- 
pean countries in terms of corresponding 
changes in the United States, and also shows 
these relative changes in hourly earnings 
adjusted for changes in output per worker.! 


1To make this comparison, the indices of hourly 
wages and of “wage costs” (wages adjusted for 
changes in productivity) in European industry have 
been adjusted for changes in the rates of exchange of 
the United States dollar and expressed as percentages 
of the corresponding United States index numbers. The 
calculations are necessarily subject to qualification 
because of lack of complete comparability in the original 


The table indicates that average hourl 
earnings in most European countries, ‘after. 
adjustment for changes in exchange rates 
against the dollar, have risen substantially less 
than wages in the ite ates. Taking iz 
acéount, however, the failure of European 
industry to keep pace with the rise in pro- 


ductivity in the United States during the past 
ten years, costs of production appear to have 


risen substantially in a number of European 


countries relatively to American costs. These 
calculations therefore suggest that the present 
a caer aaa DOR BST measured by 
industrial production costs, is not so much a 
reflection of the over-valuation of European 
currencies caused by monetary factors (5.е. the 
inflation of price and wage levels insufficiently 
reflected in the movement of exchange rates), 
but rather a reflection of the rise in American 
productivity, which might have caused the 
dollar to become under-valued even if Euro- 
pean price and wage levels had remained stable. 


data, the difficulty of making reliable estimates of move- 
ments of productivity and the possibility that wage 
movements and productivity changes may differ in 
export industries compared with domestic industries. 


Table 68 


MOVEMENTS IN INDUSTRIAL WAGES AND LABOUR COSTS OF EUROPEAN. COUNTRIES 
IN TERMS OF CORRESPONDING MOVEMENTS IN THE UNITED STATES 


Index numbers — 1938 = 100 
Adjusted for changes in exchange rates 


Average hourly earnings 


Average hourly earnings 


Country adjusted for changes in output per man 
1946 | 1947 1948 1946 1947 1948 
Austria 28 44 68 92 144 162 
Belgium ¢. : 116 120 156 172 
Rulvariag ss + % 153 150 es 214 AS 
Czechoslovakia °. 101 93 86 Poe 135 113 
Denmark . 97 91 89 150 128 118 
Finland 126 157 189 184 202 213 
France . 77 96 5A 124 138 Ре 
Italy 86 82 81 211 154 139 
Treland : 65 68 66 84 92 81 
Netherlands с. 78 74 71 143 125 109 
Norway . 79 78 ва 125 119 5 
Sweden .... 97 108 108 113 124 121 
United Kingdom 91 88 86 117 111 101 


we Tene EE Ee ann 


Sources. — The figures are derived from Tables 4 and 
20. For details of methods of computation, see Appendix B. 


a Base of the index numbers : 1936-1938. 


b Base of the index numbers : 1939. 
с Base of the index numbers: 1938/1939. 
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Ав was shown in Chapter I, industrial produc- 
tivity in Europe was still appreciably lower 
than pre-war in 1948, but it had been rapidly 
improving, so that—if the relation between 
wage levels remains stabke—the differences in 
production costs at the prevalent exchange 
rates may be somewhat lessened in coming 
years. 


Price Discrimination in Foreign Trade 


As was indicated above, the relatively high 
prices charged for exports may be due not only 
to high costs of production, but to discrimina- 
tory practices in foreign trade—.e. to the 
desire to obtain the maximum prices, irrespec- 
tive of costs or of prices in the domestic market. 
The desire to secure internal price stability 
_ while charging Ш rices for exports has in 
a number of cases meant, moreover, that 


the profits made in foreign trade were drained 
off by means of export duties, the domestic 
price being kept low through price controls 
и вое 
has been carried so far as to make the high 


export price of certain commodities a pre- 
requisite for the low home market price, the 


weighted average of both prices roughly cor- 
responding to the cost of production. The 
great post-war demand for goods has made 
this form of price discrimination much more 
common than before the war when, indeed, 
prices charged for exports were often much 
lower than the prices of the same goods on 
the home market. 

It is difficult to obtain comprehensive data 
on the extent to which the rise in prices in the 
export trade may be explained by this factor. 
Owing to differences in weighting and com- 
modity composition, general wholesale and 
export price indices are of limited value in 
assessing the degree of discrimination in export 
prices. There are, moreover, no comparable 
data available on home market prices and 
export prices for the bulk of manufactured 
goods. The extent of the discrimination can, 
however, be illustrated by a number of ex- 
amples relating to basic commodities such as 
forest products, steel, coal, sugar and fertilizers. 

The differentiation between home and export 
prices in forest products is shown in Table 69, 
which summarizes the change in prices of 
timber, pulp and paper in Finland, Norway 


Table 69 


THE LEVEL OF PRICES OF TIMBER, PULP AND PAPER 
IN FINLAND, NORWAY AND SWEDEN 


Index numbers — 1938 average = 100 
Adjusted for changes in exchange rates 


FINLAND Norway SWEDEN 
Item 
1946 | 1947 | 1948 1946 | 1947 | 1948 1946 | 1947 | 1948 
Export prices : 
ЕЕ (sawn softwood)... . 217 304 323 а — | — 211 308 322 
Е м и вы 183 | 259 3066 190 304 388 
Pa ee ee ae НЯ a 240 | 310 | 332%] 935 | 314 | 347 
Home market prices : 
Timber (sawn softwood)... . 194 207 352 а 162 184 199 ¢ 174 208 227 а 
Paper and pulp. ....... 137 139 250 149 170 176¢|| 153 176 200 


Wages in forestry ........ 


197 4 237 4 273 а 181 ¢ 243 е 266 е 


эта а ЫЫ Ее 


Sources. — The index numbers are derived from national 
Statistics. For details, see Appendix B. 

а January-September. 

b January-October. 

с January-November. 


4 Piece work rate for felling : winter 1945/46, 1946/47 and 
1947/48. Base of the index numbers: average of winters 
1937/38 and 1938/39. 

e Average daily earnings of hewers: winter 1945 46, 
1946/47 and 1947/48. Base of the index numbers : ee 
of winters 1937/88 and 1938/39. 


a. 
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and Sweden. The scope of the indices in the 
table varies from country to country, but the 
main differences between home and export 
prices are quite clear. Between 1938 and 1948, 
export pric ee countries increased 
considerably—often up to 50 per cent—more 
than home market prices. Finnish sawn 
softwood was, however, an exception to this 
rule as, early in 1948, its home market price was 
raised to about the level of the export price. 


In Norway and Sweden, part of the gap 
between internal and export pficés of sawn 
products and wood-pulp was bridged by special 
export duties. In spite of these duties, the 
high export prices shown in Table 69 were 
associated with an increase in wages which 


was considerably greater than the corre- 
sponding rise in home market prices. The 


foreign buyer thus helpe idi 

relationship would be vulnerable to a fall in 
the high export prices, particularly if, under 
the influence of these high prices, the level 
of production costs was raised above that 
of other competitors in the world market. 
The difficulties which Sweden has recently 


encountered in exporting wood-pulp to the 
United States might be taken as an illustration 
of this point. 


Similar discrepancies between the internal 
prices and the export prices in the main Euro- 
pean producing countries can be seen in the 
case of steel and coal. As is shown in Table 7 0, 
there is a substantial difference between the 
home market prices and export prices for both 
Belgian and British steel, the margin being 


considerably higher in gelgium, where_the 
difference between “ {шее ” market export 


Эд et export 
prices and home prices is he order of 100 
the Belgian “free” market prices for sales 
against gold or dollars are considerably higher 
than the organized export prices charged in 
bilateral trade agreements. The table also 
shows that the export prices of the United 
Kingdom are in line with the United States 
export prices, although Belgian export prices 
are considerably higher. Owing to the Ame- 
rican steel shortage, however, the export price 
of steel in the United States has, so far, had 
only a moderate influence on the level of dollar 
prices paid for steel in the international market. 


Table 70 


HOME MARKET AND EXPORT PRICES OF STEEL IN THE UNITED KINGDOM, BELGIUM 
AND THE UNITED STATES 
Dollars per ton 


UnITED KINGDOM 
(November 1948) 


UNITED STATES 
(January 1949) 


BELGIUM 
(January 1949) 


Organized Free 
et ae ot arm market Gee Export 
export export о prices е 
prices с prices с Brice 
Heavy steel : 
rier BNGSIOIStS р orgs, fe 71 91 67 98 ae 3 eo 
Plates, 10mm. and over ... . №8 94 72 109 
Boilorsplates вн... 77 102 Ai ts 3% 3h ка 
Light steel : 
Rounds and squares under 76 mm. as 104 / 69 100 74 i“ 
IVWITe rods Е, =: 77 ыы 80 107 80 a 
Sireetss leper ie. eh). В. 5 103 i 94 136 72 


Sources. — The figures have been taken from industrial publications. For details, see Appendix B. 


а Delivered to consumer. 
b Delivered to port nearest works. 
с F.o.b. Antwerp. 


d Average domestic price, f.o.b., for five main producing points. 
e Delivered New York, Philadelphia or Baltimore. 
f Minimum export price. 
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It is difficult to compare European coal 
prices, owing to the great variations in the 
quality of this commodity, and hence a wide 
range of prices is given in the following figures, * 
which show pit-head prices, which are taken 
to represent home market prices, and export 
prices f.o.r. or #.0.5. : 


European Coal Prices in 1948 
(dollars per ton) 


Pithead f.o.r. or f.0.b. 


United Kingdom ...”. . 9-10 14.50-20 
Germany 9-11 14. 25-24 
во аа, о ыы 47 7 -15 


Source: Coal Division, Economic Commission for Europe. 


It can be seen that a market difference exists 
between home market and export prices, the 
latter being about twice as high as the former. 


In the case of sugar, there is also a marked 
difference between the average export price 
charged by some countries and the retail price 
on their home markets. For example, in 1947, 
Denmark’s export price for refined sugar was 
nearly twice as high as its domestic retail 
price. 


Countries which have a strict internal price- 
control system often provide striking examples 
of differentiation between home market and 
export prices. For instance, Norway’s average 
export price for nitrate fertilizers increased 
from less than $3 рег 100 kg. in 1938/39 to $4% 
in 1947, while the price paid by Norwegian 


farmers actually fell from $3.45 to $3.05. Аб 


the same time, Norwegian prices for whale oil 
increased from a level of about $75 per ton 
in 1938 to about $400 for exports and $160 
for the home market in 1947. 


In addition to discrimination between in- 
ternal and external prices, there is often some 
discrimination between various export markets. 
For example, countries with softer currencies 
frequently pay more for the same goods than 


1The Polish prices in the table are not strictly com- 
parable with the British and German prices, since they 
include some low-grade coal, while, on the other hand, 
the German prices include some high-grade coking coal. 
A rough comparison of unit values, derived from national 
trade statistics, suggests, however, that all three coun- 
tries are charging roughly the same average price for 
the bulk of their ordinary coal exports. 


countries with harder currencies. Since the 
war, France and Italy have been paying higher 
prices for Scandinavian pulp than the United 
States and the United Kingdom. Moreover, 
the prices charged for exports to important 
and traditional markets have often been kept 
below those charged to other countries. The 
United Kingdom has been paying less for 
Scandinavian timber and Danish butter than 
most other European importers of these 
goods. 


Although the many factors which influence 
the prices charged to different countries and 
the lack of adequate statistics make it difficult 
to assess the degree of discrimination between 
different markets, the limited evidence avail- 
able indicates that the present structure of 
European trade has led to an increase in this 
type of discrimination in comparison with 
pre-war. 


Effects of Price Discrimination 


It seems clear that price discrimination has 


been a factor of considerable consequence ш_ 


improving the terms of trade of individual 
countries, although its effects are not easily 
distinguishable from the uneven tendencies 
which are always present in periods of major 
price changes. The incidence of price discri- 
mination as such, moreover, is not simple and 
clear-cut. Though, in a number of cases, the 
prices charged in bilateral trade are higher 
than the prices in the “free market ”—i.e. 
where sales are made against gold and dollars 
—this, as was seen, is by no means always 
the case. In the case of Belgian steel, for 
example, the “ organized ” export prices laid 
down in bilateral agreements, are consider- 
ably below the “free ” prices. In the case of 
the United Kingdom, the effect of bilateral 
arrangements and bulk purchases is generally 
to lower the price of its imports compared with 
the prices which the supplying countries charge 
to other customers. In other cases, the attempts 
by one country to raise its export prices for 
scarce commodities have shown a strong ten- 
dency to provoke reactions in the form of 
higher import prices. The ultimate effect of 
these discriminatory and retaliatory measures 
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оп the terms of trade is determined largely by 
the relative bargaining power of the different 
countries. Countries whose exports consist of 
commodities in great demand, or whose imports 
form a large proportion of the total supplies 
in the market, have had greater opportunities 
to improve their terms of trade than small 
countries or countries whose exports consist of 
less essential commodities. 


In addition to its direct effects on the terms 
of trade and the balance of payments position 
of individual countries, price discrimination 
involving such wide differenffals as those which 
have been seen between home market and 
export prices is bound to lead, from the point 
of view of Europe as a whole, to an uneconomic 
allocation of resources. In many countries 


dependent on imports of essential materials, 


the level of production costs has risen far 
above that of their competitors in the world 
market. This tends to penalize their exports 
and to reduce their ability to import scarce 
commodities. At the same time, domestic 
consumption of scarce goods in the producing 
countries tends to be stimulated by the main- 
tenance of home market prices at artificially 


low levels. Allocation and rationing systems 
in the home market have, in some cases, 


served to counteract these tendencies, but 
there is sufficient evidence of shifts from export 
to home consumption to suggest that Europe’s 
resources of several basic commodities are 
uneconomically used. There is also a risk of 
stimulating uneconomic investment in the 
development of substitute materials which 
would tend to perpetuate high costs of produc- 
tion even after the artificial price differentials 
have disappeared. 


The ending of post-war shortages of basic 
commodities ав бе volume _of_produetion 
grows will tend to reduce the relative advan- 
tages in their domestic economies and in their 
external terms of trade which countries in 
to enjoy through price discrimination. The 
adjustments which such countries will have to 
make as competition increases may, in some 
instances, entail only a reduction in high 


profit margins. However, as several of the 
above examples suggest, inflated prices tend 


to produce inflated cost stftictures. Price 
discriminati a | to 
the discrepancy _between costs of production 
in Europe and in the United States and hence 
to the over-valuation of European jes 
in relation to the dollar. 
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Chapter 6 


THE BALANCE OF PAYMENTS AND OVERSEAS TRADE 


1. REDUCTION IN 


The large deficit which has characterized 
Europe’s balance of payments with the outside 
world since the war was very substantially 
reduced in 1948. According to the estimates 
presented in Table 71, the reduction was of 
the order of $2,000 million, or more than one- 
quarter, compared with 1947. The reduction 
was concentrated, moreover, at the point 
where the deficit had been greatest ; that is, 
in transactions with the United States. There 
Gea Sob scastline of about $2.100 Шор 
in the deficit with the United States in contrast 
with a moderate increase in the deficit with 


other overseas countries. 
ed 


DEFICIT 


ON CURRENYt ACCOUNT 

Of the total reduction in the deficit with 
non-European countries, the improvement in 
the merchandise trade_ace was responsible 
for approximately $1,300 million and would 
have been substantiaily greater but for the 
deterioration in Europe’s terms of trade from 
1947 to 1948, which is discussed in Chapter 5. 
The rest of the reduction in the current account 
deficit was attributable to a change in the net 
position on invisible transactions from an 
unfavourable balance of about $100 million 
in 1947 to a favourable balance of $600 million 


in 1948, growuig primarily out of a striking 


improvement in Europe’s shipping position. 


Table 71 
EUROPE’S BALANCE OF PAYMENTS 


Thousand millions of dollars in current prices 


1988 1947 _ 1948 а 
Item : Other non- : Other поп- 4 Other non- 
United United United 
European | Total European | Total European 
States | countries States ет States т Tog 
Europe’s imports (f.o.b.) 1.3 4.2 5.5 6.1 7.8 13.9 4.8 10.0 14.8 
Europe’s exports (f.o.b.) . . 0.6 3.1 3.7 0.9 5.5 6.4 1.1 Т.5 8.6 
Balance оп trade account. | —0.7 —1.1 —1.8 |—5.2 —2.3 —7.5 |—3.7 —2.5 Lz On 
Income from investment (net) | + 0.1 +1.1 +1.2 —- 0.6 + 0.6 — + 0.5 +0.5 
Transportation (net) —0.7 + 0.3 —0.4 |—0.2 + 0.5 0.3 
Other invisibles (net) . 140.2 70:8 + 0.6 +0.2 —0.5 —0.3 |+0.3 Oro Ls 
Balance on invisibles account | + 0.3 + 1.5 +1.8 |—0.5 + 0.4 —0.1 |-0.1 + 0.5 о 6 
Balance оп goods and ser- 
ОО asa sinclar orca 0:4 + 0.4 — —5.7 —1.9 —7.6 |—3.6 —2.0 —5.6 
OE п и 


Sources. — Estimates for 1947 and for 1948 have been 
ре jointly by the Research Department, International 
onetary Fund, _and the Research and Planning Division, 
Economic Commission for Europe. The estimates on “invi- 
sibles”’ were supplied directly by the Fund. More detailed 
data on national balances of payments will be found in the 
Fund’s forthcoming Balance of Payments Yearbook. 


Data on trade are derived from Table XVI, adjusted for 
balance of payments purposes. See Appendix B. 


Estimates for 1988 are revisions of the figures carried in 
last year’s Survey. 


а Provisional, based on incomplete data for the year. 


— 113 — 


Price and Volume Changes in Trade 


It was pointed out in last year’s SURVEY 
that Europe’s balance of payments problem 
was more critical in several respects than that 
arising after the first World War. Among the 
various factors responsible for the large post- 
war deficit with overseas countries were the 
large reduction in income from investments 
and in shipping receipts and the emergence 
of large invisible payments to overseas coun 
$1165. ese changes alone would necessitate 
Major compensating adjustments in merchan- 
dise trade, if equilibrium was to be restored. 
Merchandise trade itself, however, had been 
profoundly disturbed by the war, and the gap 
between the volume of imports and the volume 
of exports was much greater than in pre-war 
years. Finally, the size of the trade deficit was 
greatly increased by the general rise in prices 
during and after the war, although this rise 
affected import prices and export prices in 
roughly equal proportions and, in contrast to 
more recent trends, did not involve any appre- 
ciable deterioration in Europe’s terms of trade 
from 1938 to 1947. 


In 1948, Europe’s imports from_ overseas 
а $500.ilion-maro-in 
ee est аи. 47, although the 
estimated volume of i by about 
6_per cent. This, as was indicated in the pre- 
ceding chapter, was mainly due to a strong 
rise in the prices of the commodities which 
Europe imported. In addition, two other 
influences were at work, the effects of which 
cannot, on the basis of the limited statistical 
data available, be clearly distinguished from 
the effects of genuine price increases. One of 
these was the marked change in the composi- 
tion of Europe’s imports, discussed in Chapter 4, 
as a result of which imports tended to increase 
in certain commodities which tad tisen most 
in price trom pre-war levels, and to decline in 
products (notably manufactured goods) which 
had increased less in price. Secondly, there 
was a decline in imports from the dollar area 


‘in 1948 compared with 1947, and an increase 


in imports from other areas. This was largely 
a corollary of the change in the commodity 
composition of imports, but to some extent, as 


will be seen later, it represented a shift to 
alternative sources of supply for the same 
commodities. The facts are not sufficiently 
clear or complete to indicate whether or not 
this diversion tended to produce a net increase 
in the average cost of Europe’s imports. The 
preceding chapter showed that, under the 
influence of intensified European demand, 
goods from the Sterling Area tended to rise 
sharply in price, but the general level of 
their prices nevertheless would seem to have 
remained lower than United States prices, 
and there is no adequate information on 
price levels and price changes in other non- 
dollar areas. 


The rise in value of Europe’s exports to 
overseas from 1947 to 1948 was influenced by 
price changes very much less than the rise in 
the value of imports. The total value of 
exports rose by about 35 per cent, while there 
was an increase in unit values of only about 
4 per cent, with the result that the volume of 
exports increased by no less than 30 per cent. 
Since, as was shown in Chapter 4, the rise in 
exports was fairly widely spread amongst 
different commodities, the rise in the unit 
value of exports appears primarily to reflect 
an increase in prices rather than a change in 
the commodity composition. 


Measured in 1938 prices, the overseas trade 
deficit of European countries declined by some 
$1,200 million between 1947 and 1948. Since 
the average level of both export and import 
prices in 1947 was more than twice as high as 
in 1938, this volume change would—other 
things being equal—have improved the current 
trade balance by roughly $2,500 million. As 
can be seen from Table 72, however, the actual 
improvement in current prices was limited to 
about $1,400 million.1 The adverse effect on 
the trade balance of the deterioration in 
Europe’s terms of trade between 1947 and 
1948 was thus in the neighbourhood of $1,000 


million. 


1 The difference between this figure and the $1,300 
million which can be derived from Table 71 is attributable 
to the adjustments made in the latter for balance of 
payments purposes (see Appendix B). 
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Movement in Invisible Items 


Although it is difficult to differentiate 
clearly between the effects of price and volume 
changes on the value of merchandise trade, 
the distinction becomes almost impossible for 
service transactions, particularly since the 
estimates can be presented only on a net basis 
and represent a consolidation of a number of 
heterogeneous elements. For example, the 
low level of income from investments compared 
with pre-war is partly the result of the wartime 
and post-war liquidation of investments and 
partly the result of the impairment of earning 
capacity caused by destruction during the 
war and continued civil strife since the war, 
especially in the Far East. On the other hand, 
other investments of an equity or entrepre- 
neurial nature, particularly in the Western 
Hemisphere, probably yield higher returns 
because of the general rise in prices and in- 
comes, although this would not be true of 
remaining investments in fixed-interest secur- 
ities. Clearly, however, the real value of 
Europe’s income from overseas investments mn 
terms of its buyin т imported goods 


has been reduced very much more than can be 
accounted for by the wartime liquidation of 


assets. The small further decline in investment 
income from 1947 to 1948 appears to be due 
to some continued liquidation of overseas 
assets, together with a moderate increase in 
interest payments to overseas countries result- 
ing from new post-war borrowing by European 
countries. 


The most dramatic change in Europe’s 
balance of payments during the past year has 


been the decisive improvement in its position 
on shipping account, in which net ont-payments 
of $400 million in net 
receipts of $3 illion-in 1948. The major 
part of the improvement has been in the 
transportation account with the United States 
and was primarily the result of the reduc- 
tion in freight payments to American vessels 
for the carriage of European imports. This 
has been partly due to some lowering of freight 
rates, but to a larger extent it was due to 
the decline in imports from the United States, 
particularly of coal, and to the decreased 


dependence of Europe on American ships 
with the restoration of European shipping 
fleets... Earnings by European planes and 
vessels from the carriage of United States 
passengers and United States imports have 
also registered a steady increase from the very 
low levels immediately following the war. The 
increase in net shipping receipts from countries 
other than the United States is the natural 
counterpart of the marked increase in Europe’s 
exports to such countries, carried chiefly in 
European ships, and to the increased capacity 
and competitive power of European shippers 
in the carriage of goods among the overseas 
countries themselves. The surprising rapidity 
and extent of the improvement in Europe’s 
shipping position may be judged from the fact 
that the shipping balance of the O.E.E.C. 
countries (excluding the Bizone, Switzerland 
and Portugal) was estimated at a deficit of 
$333 million in 1947 (a figure consistent with 
the present estimate of $400 million for all 
of Europe), but was forecast at a deficit of 
$164 million for 1948/49, whereas the present 
estimates indicate that in 1948 there had 
already been a shift to a net favourable balance 
of $300 million. 


Because of its mixed composition—including 
travel receipts and expenditures between non- 
European and European countries, receipts 
and expenditures on government account, and 
miscellaneous °transactions—the “other in- 
visibles ” item in the balance of payments can 
scarcely be subjected to systematic analysis. 
Foreign travel in Europe has steadily increased 
since the war, helping to restore the traditional 
favourable position on this account, and it 
seems clear that the persistence of a large net 
deficit by European countries on “ other 
invisibles ”^ with countries other than the 
United States has been heavily influenced by 
military expenditures abroad. 


1 According to the Survey of Current Business, U.S. 
Department of Commerce, February 1949, page 28, the 
tonnage carried in foreign bottoms increased from 39 
per cent of total United States foreign trade in the first 
quarter of 1947 to 53 per cent in August 1948. See also 
Foreign Commerce Weekly, U.S. Department of Com- 
merce, 26 June 1948, pages 8 et seq. for a detailed 
analysis of post-war changes in the shipping position of 
the United States. 
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Varying Shares in the Overseas Deficit 


Almost all European countries have experi- 
enced difficulties in financing their imports 
from overseas sources since the war. In some 
countries the difficulty has been the direct 
result of adverse developments in their over- 
seas trading position—the loss of markets, or 
the drying-up of income from investments, or 
the necessity for buying abroad goods pre- 
viously obtained within Europe. In other ins- 
tances, the effect has been more indirect, 
resulting from the disappearance of export 
surpluses in intra-European trade which for- 
merly provided convertible exchange for meet- 
ing overseas requirements. 


Moreover, the adaptation to the shortage of 
external means of payment has differed widely 
in different countries. Some countries, partly 
out of their own previously accumulated 
reserves and partly out of financial assistance 
from abroad, have been able to maintain large 
deficits in their overseas accounts. In other 
countries, lack of such resources has necessi- 
tated an adjustment of imports to the means 


available to pay for them. 


In the absence of comparable balance of 
payments statistics for all European countries, 
Table 72 shows their respective shares in the 
most important component in the balance of 
payments ; that is, the deficit on trade ac- 
count.1 The United Kingdom had the largest 
an ‚ but also registered the largest over- 
all reduction in its deficit between these two 
years, particularly in trade with the United 
States. It may likewise be noted that the 
ratio of British exports to imports showed a 
marked increase in 1947 and 1948 compared 
with 1938. Of the other countries listed 
separately in the table, Poland was the only 
one which had succeeded by 1948 in increasing 


11% must be particularly noted that the figures in 


_ ‘Table 72 are derived from those given in Table XVI in the 


Statistical Appendix, which are adjusted to eliminate 
discrepancies in trade statistics between each pair of 
countries and are also adjusted to convert imports from 
a cif. to an f.o.b. basis. The data do not, therefore, 
coincide with those reported in each country’s own 
trade statistics. 


its export-import ratio in comparison with the 
pre-war relationship.! 


After the United Kingdom, France had the 


next largest overseas trad d 
reduced it only moderately in4948. On the 


other hand, the excess of imports into Germany 
became even greater in that year because of 
the substantial rise in imports compared with 
exports. More than three-quarters of the 
German deficit was in trade with the United 
States, which supplied two-thirds of total 
German imports in 1948 compared with only 
about 7 per cent in 1938. The ratio of exports 
to imports was lower in Germany in 1947 and 
1948 than in any other country. Amongst the 
other countries, one of the most drastic changes 
shown in Table 72 was the reduction in 
Sweden’s trade deficit with overseas countries, 
particularly in trade with the United States, 
and the accompanying rise in its export- 
import ratio from 1947 to 1948. 


None of the countries shown separately had 
an export surplus in its trade either with the 
United States or with other overseas countries 
in 1948, although two other countries—the 
U.S.8.R. and Spain—did have small favourable 
balances with the United States in 1948, 
amounting to $56 million and $7 million 
respectively. 


Table 72 also shows that a deficit on over- 
seas trade, especially with the United States, 
was typical of the pre-war position of 1036 
European countries. On the other Папа, 
most of the Continental European countries 
compensated their overseas deficits by favour- 
ablé balances in intra-Huropean trade, chiefly 
in trade with the United Kingdom. One of 
the most significant changes in the post-war 
situation of Europe is the shift in the trade 
balance of the United Kingdom from an 
import surplus of more than $500 million in 
1938 to an export surplus of more than $200 
million in 1947 and 1948 in intra-Huropean 
trade, which had profound repercussions on 
other European countries. 


1 This likewise appears to have been true of the U.S.S.R. 
on the basis of the incomplete data available on its trade 
from the statistics of other countries. 
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Five countries—France, Italy, Germany, 
the Netherlands and the United Kingdom— 
directly accounted for two-thirds or more of 
the total overseas trade deficit of Europe in 
1947 and 1948. The inclusion of Belgium- 
Luxemburg, Sweden and Norway raises the 
fraction to four-fifths of the total. In its 
outward and direct expression, the European 
balance of payments problem thus appears 
primarily as a problem of Western European 
countries. This is evident also from Table 73, 
which provides a summary break-down be- 


tween the countries participating and those not 
participating in the O.E.E.C. and also includes 
rough estimates of the balance of payments 
between these two groups of countries in 1947 
and 1948. In both years the O.E.E.C. group 
accounted for well over 90 per cent of the total 
deficit with non-European countries. Other 
European countries accounted for a corre- 
spondingly small part of the total deficit, 
although their share in 1947 was nevertheless 
high in relation to their total imports from 
overseas (being about 50 per cent). This 


Table 73 


EUROPE’S BALANCE OF PAYMENTS: О.Е.Е.С. COUNTRIES 
AND OTHER COUNTRIES 


Thousand millions of dollars in current prices 


1947 1948 а 
: With оег хх: A With other|w; 
With With other With With other 
“pe United pon: р Total United mene European | Total 
States FER pi countries States erties countries 
| 
I. Countries participating 
т О.Е.Е.С. 
Imports (#.0.Ъ.).. 5.6 i 1 13.9 4.6 9.3 1.4 15.3 
Exports (f.o.b.) . . 0.7 5.2 0 6.7 0.9 Wo 1.0 9.0 
Balance оп _ trade 
accounty ce. в. —4.9 —2.1 —0.2 —7.2 —3.7 —2.2 —0.4 —6.3 
Balance on invisibles | 
асс. is. bs —0.5 + 0.4 + 0.1 — .0 +0.1 +0.5 + 0.1 +0.7 
Balance on goods and в. aes 
вегу1сев ..... — 5.4 —1.7 — 0.1 —7.2 3.6 —1.7 — 0. 
Il. Countries not partici- 
ating т О.Е.Е.С. 
ы а (f.0.b.) Smee 0.5 0.5 0. 1.8 0.2 AG к he 
Exports (f.0.b.) . - 0.2 0.3 т. 1.5 0.2 ; Е 
оп  фтаае 
eet eee es — 0:3 — 0.2 +0.2 —0.3 — — 0.3 + 0.4 +0.1 
on invisibles и ay 
НХ Nias А — — —0.1 —0.1 — a 0.1 0.1 ts 
oods and Li 
ae te easy? — 0:3 —0.2 +0.1 —0.4 — —0.3 +0.3 
Ill. Total Europe : Balance ee Lie Е ats ов о ad oP 


on goods and services 


ee er ee ee ee a 


Source. —Based on material underlying Table 71. 
a Provisional, based on incomplete data for the year. 


See also Appendix B. 
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reflects largely the receipt of U.N.R.R.A. aid, 
which did not end until the middle of 1947, 
together with some imports on credit. In 1948, 
far-reaching changes occurred : transactions on 
current account with the United States came 
into approximate balance, the deficit with 
other overseas countries increased somewhat, 
the surplus on transactions with O.H.E.C. 
countries increased still more, and the overall 
deficit was eliminated. 


Various factors account for the difference in 
size and behaviour of the balance of payments 
deficits of the two groups. First of all, it is 
a truism that the size of a deficit is a function 
of the ability to finance it, whether through 
use of reserves or through the receipt of exter- 
nal assistance. In this respect, the countries 
now belonging to the O.E.E.C. have had;even 
prior to the European Recovery Programme, 
considerably larger resources at their disposal 
than other European countries. 

Secondly, the countries of Western Europe 
have been_historically more dependent on 
imports than the countries of Eastern Europe, 
and hence more susceptible to disturbances in 
international trade, whether they are caused 
by the changes in the supply of goods or by 


the ability to pay for them. In general, the 
countries with the greater historical dependence 
on imports are also the countries which 
now account for the larger part of Europe’s 
overseas deficit.’ 


The difference, however, between the direct 
shares of Western and Eastern European 
countries in the overseas deficit is not neces- 
sarily a measure of the relative importance to 
them of the overseas balance of payments 
problem. The estimates in Table 73 (together 
with the further analysis of intra-European 
trade in Chapter 7) show that Eastern Euro- 
pean countries have been able to restore their 
traditional export surplus in trade with Wes- 
tern Europe, the proceeds of the surplus being 
used in large part to finance Eastern European 
imports from overseas countries. Unless the 
overseas deficit of Western European countries 
is covered and the problem is ultimately over- 
come in ways which do not involve an undue 
restriction of imports, the ability of Eastern 
European countries to cover their need for 
overseas imports would be compromised and 
the pattern of intra-European trade which 
began to emerge in 1948 would have to be 
subjected to further basic readjustments. 


2. FINANCING THE DEFICIT . 


Since the war, Europe has relied on all three 
of the possible ways of financing a deficit on 
trade and service account—namely, gifts, loans, 
and the liquidation of gold and other assets. 
Table 74 shows the various means used to 
cover the deficit in 1947, together with the 
incomplete data available for 1948. It also 
shows that the problem of covering current 
expenditure overseas was complicated by 
outflows of capital from European countries. 
The magnitude of these capital outflows from 
Europe is not adequately revealed by the 
table, where the figures are entered on a net 
basis. For instance, the apparent increase in 
European investments in Overseas countries 
other than the United States (line II-B) in 
1947 and especially in 1948, is only the esti- 


mated excess of new investments over the liqui- 
dation of old investments (such as the sale of 
British railways in Latin America). Computed 


on a gross basis, the outflow of capital from | 


Europe during the past~two years was. a 
scale approaching that of earlier periods of 
large-scale capital movements. 


These capital outflows from Europe, how- 
ever, included not only overseas investment 


т The ratio of imports to national income for a number 
of European countries, based on data for part or all of 
the period 1929 to 1938, was as follows (in percentages) : 
Austria, 29; Belgium, 37; Bulgaria, 9 ; Czechoslovakia, 
17; Denmark, 29; Finland, 25; France, 16; Germany, 
10; Greece, 24; Hungary, 13 ; Ireland, 29 ; the Nether- 
lands, 30; Norway, 28; Poland, 9; Rumania, 14; 
ae 19 ; Switzerland, 22; Turkey, 7; United King- 

om, 20. 
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for development purposes, adding to the 
earning assets of Buropean countries, but also 
debt repayments of a contractual nature and 
reductions in claims on Europe built up by 
overseas countries during the war, especially 
drawings on sterling balances in London. In 
addition, there was a substantial capital out- 
flow of an unco-ordinated nature, much of it 
consisting of the flight of private capital for 
tax evasion or security reasons. Such move- 
ments have imposed an additional burden on 
the balance of payments without providing the 
European countries concerned with any cer- 
tainty of future benefit in the form of increased 
production of scarce goods, larger income 
from overseas investments, or the acquisition 
of foreign reserves available in time of need. 
By their nature, such capital movements are 
only incompletely reflected in the available 
data. 


Changes in the Methods of Finance 


The heavy deficit on current account, 
together with the additional burden of capital 
outflows, culminated in the sterling conver- 
tibility crisis of 1947 and threatened the 
complete exhaustion of available financing 
resources. The magnitude of the problem can 
best be seen by comparing the size of the gold 
and dollar reserves at the end of 1947 with the 
dollar deficits incurred during that year alone. 
Thus, the gold and dollar holdings of the 
United Kingdom, including the rest of the 
Sterling Area, were equal to only about one- 
half of the total on gold and_dollars 
incurred during the year ; in the case of France 
aiid the Netherlands, the ratio was only about 
one-third, while Italy’s holdings were probably 
» less than one-tenth of the dollar deficit in 
1947. While the greater part of the financing 
was provided out of credits and other assis- 
tance by the United States, most European 
countries found it necessary, In addition, to 


make further heavy inroads on their already 
depleted reserves. 


It had already become apparent in the 
course of 1947 that the available financial 
resources and the institutions previously estab- 
lished were either inadequate or inappropriate 


to finance the deficits then prevailing, and the 
outlook was made worse by the poor crops 
throughout most of Europe. The new measures 
of assistance undertaken to meet this situation 
differed in several fundamental respects from 
the financial assistance previously extended. 
For one thing, the emphasis shifted markedly 
from loans to grants-in-aid as the principal 
form of assistance, as it became clear that the 
creation of heavy additional international 
indebtedness would entail an unrealistic 
appraisal of future prospects. This shift is 
clearly brought out in Table 74. Secondly, the 
continuation of large-scale assistance from the 
United States became related to the establish- 
ment of a joint programme for economic 
recovery by European countries. Finally, 
there came a pronounced shift in the distribu- 
tion of external aid among European countries, 
virtually all assistance from the United States 
after the U.N.R.R.A. programme ended being 
concentrated in those Western European 
countries which took part in the European 
Recovery Programme. 


The total amount of external financing 
provided $0 Europe ш 1948 was very much 
smaller than in 1947. This reflects in part the 
reduction in Europe’s current account deficit, 
although the size of the deficit was necessarily 
influenced by the amount of financing available 
since all countries adopted much more restric- 
tive import policies following the heavy drains 
on their reserves in 1947. In addition, the 
amount of financing required appears to have 
been favourably influenced by a reduction in 
outward capital movements from Europe, as 
the outflows which had been so important in 
1947 were brought under better control. 
Indeed, the lessening of the need for financial 
assistance was such that, towards the close 


of 1948, several countries were able to 
register a slight increase in their dollar 
reserves. 


World Flow of Dollar Payments 


One of the striking features that comes out 
clearly in Table 74 is the post-war dependence 
of Europe on dollars to finance European 
requirements from overseas countries other 

—— _ 
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than the United States. In 1947, donations 
and long-term loans furnished directly by the 
United States to Europe totalled $4,900 million, 
or only $800 million less than Europe’s current 
account deficit with the United States in that 
year. In addition, European countries them- 
selves liquidated gold, dollar balances and invest- 
ments in the United States to the extent of 
almost $2,500 million in 1947. Finally, inter- 
national institutions—including U.N.R.R.A., 
the International Bank and the International 
Monetary Fund—provided approximately 
$1,200 million net, most of which came from 
dollar funds directly or indirectly supplied by 
the United States. 


In other words, the total dollar resources 
utilized by European countries, including the 
liquidation of their own assets, amounted to 
some $8,600 million in 1947, or $2,900 million 
more than their aggregate deficit on goods and 
services with the Unite ates in that year. 
The data for 1948, although less complete, 
show an excess of about $2,300 million. These 
figures provide an indication of the possible 
magnitude of net dollar settlements by Euro- 
pean countries in their transactions with over- 
seas countries other than the United States. 
It will be noted, however, that the amounts 
are substantially larger in each instance than 
Europe’s deficits on goods and services with 
such other overseas countries. The excess is to. 
be explained in part by the previously discussed 
outflow of capital fro in ears, 
altho some additional allowance should be 
made for capital transfers from Europe to the 
United States which it has not been possible 
to take into account in the net estimates given 
in Table 74.1 


1 There is some indication that capital movements, of 
a nature eluding the official records and estimates, from 
all outside sources into the United States may have 
been of the order of $1,000 million in both 1947 and 
1948, since the United States balance of payments 
estimates for these years show residual (i.e. unexplained) 
receipts of $1,004 million and $1,125 million, respectively. 
These residual figures represent net errors and omissions, 
and may be attributable to an over-estimate of payments 
by the United States as well as to the incompleteness 
of the estimates covering payments by other countries 
to the United States. The errors and omissions may lie 
either in the current account or in the capital account, 
but the better coverage available on goods and services 
provides a strong presumption that the residual repre- 


The dependence of Europe on dollars to 
finance imports from countries other than the 
United States is a profound change from the 
pre-war pattern of financial settlements. In 
former years, Europe was able to meet its trade 


deficit with the United States through dollars 
received from third countries, which they in 
turn earned out of their export surplus with 
the United States. The countries in question 
‘were primarily the overseas colonial territories 


of European countries, especially the British 
and Netherlands possessions in the Far East.! 


Since the war the flow has been reversed, 


and Europe now pays out dollars to overseas 
countries while they in turn utilize such dollars 
along with additional amounts received through 


credits or drawn from gold and dollar reserves, 
to settle their trade deficits with the United 
States. A summary view of the international 
pattern of dollar settlements in 1947 and 1948 is 
given in Table 75. It will be seen that a heavy 
deficit on goods and services with the United 
States has been typical not only of Europe, but 
of overseas areas as well. Unlike Europe, 
however, the deficit on goods and services of 
overseas areas was only partly covered by 
grants and loans received from the United 
States or by the use of their own gold and dollar 
reserves. The remaining deficit, amounting. 
to about $2,000 million in 1947 and $1,100 


sents, in major part, unrecorded capital transfers to the 
United States. Such unexplained residuals were charac- 
teristic of the United States balance of payments esti- 
mates during the 1930’s, when large amounts of capital 
are known to have been transferred to the United States 
in ways which escaped direct recording. 


1The pre-war flow of dollar funds has been briefly 
described by the U.S. Department of Commerce as 
follows: “Before the war there was a net outflow of 
dollars from the United States to the European depen- 
dencies, mainly because of our purchases of such pro- 
ducts as rubber, tin, tea, cocoa, and copra. These funds 
were generally paid by the dependencies to Europe for 
merchandise, services, or income on investments. From 
Europe these funds moved back to the United States 
either directly or by way of Canada or some of the other 
non-European countries which had ап import surplus 
with the United States. Our transactions with Latin 
America as a whole were largely balanced, although some 
of these countries obtained funds from Europe, which 
they paid to the United States, while others used excess 
dollars received from the United States to make рау- 
ments to Europe.” See “ International Transactions by 
Major Foreign Areas”, by R. L. Sammons, Survey of 
Ourrent Business, November 1948. 
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million in 1948, were covered by dollars 


received through international settlements. 
Table 75 shows two main sources of such dollar 
funds, Europe and “international institu- 
tions ”. In fact, however, most of the dollar 
funds came from Europe, since the greater 
part of the aid supplied by international 
agencies went to European countries, adding 
to the dollar resources they obtained in direct 
transactions with the United States. 


Although the broad pattern of international 
dollar settlements remained similar, there were 
some significant modifications from 1947 to 
1948. Аз in the case of Europe, all of the 
arn g rarer ye 
trade deficits with the United States in 1948. 
One of the groups—“ all other countries ”, 
including chiefly Far-Eastern countries and 
the British Dominions other than Canada— 
even became a net supplier of dollars to other 
areas to the extent of some $200 million in 
1948. This might appear to indicate a return 
to pre-war trading patterns and the possibility 
for Europe to earn dollars from some of the 
countries included in this group. Such a 
conclusion would be premature, however, since 
the ability of the group to make dollar transfers 
to outside areas rested, as the table shows, on 
the receipt of some $800 million in grants and 
other types of assistance from the United 
States, including large post-war settlements in 
the Philippine Islands, the special aid pro- 
gramme to China and the civilian supply 


programme to Japan. As was also true of 
Europe, the ability of such countries to make 
dollar settlements to the other groups of 
countries shown was therefore dependent on 
special aid from the United States. It is 
perhaps more significant that the dollar deficits 
of the dependent territories of Western 
European countries were sharply reduced in 
1948, and that as a result they became less 
dependent on dollar transfers from Europe. 
The position of Canada also showed a consider- 
able shift; it received dollars in 1948 from 
other areas in even larger amounts than in the 
preceding year, but, because of a severe reduc- 
tion in its trade deficit with the United States, 
it was able to use the dollars to build up its 
balances in the United States and thus to make 
up for some of the heavy depletion of these 
balances in 1947. 


The most complete change, however, was 
in the position of European countries not 
participating in the O.E.E.C., principally the 
Eastern European countries. In 1947 this 
of imports from the Uni tates, covere Е 
principally by aid received in the final stages 
of the U.N.R.R.A. programme. In 1948, on the 
other hand, their deficit on trade and services 
with the United States was reduced to small 
proportions and was more than ofiset by pér- 
sonal remittances and capital movements from 
the United States. 


3. EUROPE’S OVERSEAS EXPORTS 


Exports to Soft-currency Areas 


In Chapter 4 the possibility was foreseen 
that, if the vigorous rise in Europe’s exports 
which contributed towards reducing the 
balance of payments deficit in 1948 were 
continued at the same rate of expansion as in 
the last three years, the total volume of exports 


‘would become equal to the current volume 


1 Like other figures for 1948 in Table 75 and in the 
text relating to the table, the figure of $1,100 million 
is the annual rate for the first nine months of the year. 


of imports within a relatively short period of 
time. This, however, assumed terms of trade 
no less favourable than the relationship 
between export and import price levels in 
1938. It was also seen in the previous chapter, 
however, that the changes in relative levels of 
world prices for rimary oods and manu- 
factured goods have worked to lHurope’s 
serious disadvantage. While European coun- 
4ries-have largely been able to offset this 
disadvantage by the relatively high levels of 
their export prices compared with American 
prices for similar goods, this, as previously 
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mentioned, entails the risk that further export 
expansion may become increasingly difficult 
unless European prices become more compe- 
titive. As Table 76 shows, the share of Euro- 
pean exports to affiliated currency areas is 
very large and has shown a marked tendency 
to increase in comparison with pre-war. This 
phenomenon is not new to the post-war period, 
since the pre-war data reveal that there was 
already а pronounced diversion between 1928 
and 1938 (partly caused by the economic 
depression in the United States), but for vir- 
tually all important trading countries the 


tendency has been accentuated since the war. 
The only significant exception has been the 
Netherlands, where exports to its own over- 
seas territories have taken a smaller share of 
the total than in 1938, largely as a result, 
however, of the serious limitations on trade 
resulting from post-war strife in Indonesia. 
The most striking instance of export diversion 
to Overseas soft-currency areas is provided by 
France, where the share of the French over- 


seas territories rose progressively from about 
ОД 
61 per cent in 1938 to almost 75 per cent of 


total French overseas exports in 1948. 
. a 


Table 76 


EXPORTS TO OVERSEAS COUNTRIES AFFILIATED WITH EUROPEAN CURRENCY AREAS+2 


Percentages of each country’s total overseas exports 


Exporting country 1928 1988 1947 1948 
United Kingdom Re Rs 56.2 63.1 65.1 65.9 
To overseas Sterling Area 51.4 59.6 62.4 63.5 
To other affiliated areas . 4.8 3.5 2.7 2.4 
France . о рн 55.3 67.3 74.86 77.66 
To French overseas territories . 48.0 60.6 71.6 74.2 
To other affiliated areas 7.3 6.7 3.2 b 3.46 
Netherlands. с 62.8 61.1 63.0 67.2 
To Dutch overseas territories 37.8 38.9 31.1 и 31.2 
To other affiliated areas . 25.0 22.2 31.9 36.0 
Belgium-Luxemburg. ..... 29.4 34.8 с 41.4 
To Belgian overseas territories . 6.9 71.0: 8.0 11.5 
To other affiliated areas . 5 22.5 27.8 с 29.9 
Italy 20.4 11.14 25.0 29.1 
Sweden 19.4 18.3 18.6 28.9 
Norway 24.4 12.5 31.5 40.0 
Switzerland 26.1 24.7 20.0 19.9 
All countries listed . 50.0 53.0 57.3 58.8 


Sources. — The figures for 1928 and 1938 are derived from 
The Network of World Trade, League of Nations, 1942; for 
1947 and 1948, from national trade statistics. 


a@The percentages represent exports to the overseas 
Sterling Area and to the dependent overseas territories of 
France, the Netherlands, Belgium and Portugal (excluding 
the Azores and Madeira) as defined in 1948 ; they do not include 
exports to former Italian territories in Africa. 


b The percentage of French exports to other affiliated areas 
in 1947 and 1948 may be slightly under-estimated owing to 
the difficulty of distinguishing, in French trade statistics, 
between exports to some affiliated areas and exports to other 
overseas areas in Africa and America. 


с In 1947, Belgium’s exports to affiliated areas other than 
her own were between 27 and 33 per cent of her total over- 
seas exports ; to all affiliated areas they were between 35 and 
41 per cent. It is not possible to be more precise since Belgian 
trade statistics for 1947 do not specify exports to the smaller 
countries. In calculating the percentage which all countries 
listed exported to affiliated areas in 1947, a figure of 38 per 
cent has been taken for Belgium. 


4 The low proportion of Italy’s exports in 1988 to “ over- 
seas countries affiliated with European currency areas”, as 
defined in footnote а, is partly attributable to the fact that 
an unusually large share of its exports then went to its former 
African colonies. 
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Table 77 


EUROPE’S EXPORTS TO THE UNITED STATES BY ECONOMIC 
CLASSES IN CONSTANT AND CURRENT PRICES а 
Millions of dollars in f.0.b. prices 


Crude Crud Manufactured i- ini 
Y i e anufacture Semi Finished 
а: materials foodstuffs foodstuffs manufactures ее Total 
1938 prices : 
1938 Pegs 90 8 107 157 206 
TE ican es ae reel ae ь 80 5 38 145 117 
TUS eee. ne я 76 5 56 153 170 
Current prices : 
>. 147 16 84 284 273 
О ora ss cs 160 19 129 341 432 


Source. — United States Department of Commerce. See 
Appendix B 


Exports to Hard-currency Areas 


The diversion of exports to overseas coun- 
tries with currencies linked to the Sterling 
Area and to the overseas territories of other 
European countries has its counterpart in the 
decline in the relative share of Huropean 
exports taken by other overseas areas, par- 
19 6 share of the Uni es 
and G@anada declined from 14.5 to 12.7 per cent 
of British exports, from 29.8 to 20.5 per cent of 


Bélgian exports, from 13.9 to 6.8 per cent of 
French exports and from 15.3 to 11.5 per cent 
of Netherlands exports, sTehoueh in most of 
these instances there was a moderate recovery 
from still lower percentage shares in 1947. 
Exports to Latin-American countries (exclud- 
ing the dependent territories of Huropean 
countries) tended to be better maintained, 
although their share in the total overseas 
exports of the leading Huropean trading 
countries also declined. The principal excep- 
tion was in Belgian exports to Latin America, 
which increased from 21.2 per cent of total 


_ Belgian exports in 1938 to 27.2 per cent 


in 1948. 

Because of the heavy impact of the dollar 
shortage on European trade and European 
currencies, the volume and character of Euro- 
pean exports to the United States deserves 
closer examination. 


а Excluding Turkey. 


5 Annual rate for April-December. Figures for the first 
quarter are not available. 


In Table 77, European exports to the United 
States are shown according to the “ economic 
classes ” used in United States trade statistics. 
The figures in this table, expressed both in 
current and in 1938 prices, show the relatively 
small recovery in the volume of European 
exports to the United States from 1947 to 1948 
and the low level of such exports compared 
with 1938. It must be recalled that imports 
into the United States were abnormally low in 
1938, because of a sharp recession in that year 
which reduced imports by about one-third as 
compared with the 1937 level. It should also 
be noted that, contrary to what might gener- 
ally be supposed, finished manufactures ac- 
count for no more than 40 per cent of Europe’s 
exports to the United States, in contrast with 
roughly two-thirds in the case of Епгоре’в 
total exports to overseas countries. A relatively 
greater part of Europe’s exports to the United 
States is in the category of industrial materials, 
both crude and semi-manufactured, among 
which wood-pulp, precious stones, and dressed 
and undressed furs are of leading importance. 


In Table 78, the commodity composition of 
Europe’s exports to the United States is shown 
by country of origin in 1938, 1947 and 1948. 
Because of the small and miscellaneous cha- 
racter of many of the items, no attempt has 
been made to reduce the figures to constant 
prices, and rough allowances for a two- to 
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Table 78 


THE COMMODITY COMPOSITION OF EUROPE’S EXPORTS TO THE UNITED STATES 
Millions of dollars in current f.0.b. prices 


Product 
1938 
|. оо > < 1947 
1948 а 
1938 
2. Beverages . 1947 
1948 а 
3. Tobacco and ae 
manufactures 1948 a 2 
1938 | 6 2 5 3 1;|/—|/|—]| 4 6 1 3 5 36 
manufactures 1948a| 31 3 12 8 1 13 8 13 — 8 — 23 16 136 
5. Wood, cork, 1938 2 5 — = — 1 — 36 17 4 i 2 8 76 
paper and 1947 3 2 — — — 3 — 73 38 — — — 18 137 
manufactures (| 1948 а 4 6 1 1 = 4 — 76 4] — — -- 20 153 
1938 30 10 9 2 3 13 — — — 2 9 2 1 81 
6. Textiles and 1947 53 ll 12 3 13 8 1 2 1 — 4 3 2 113 
manufactures | j94ga| 81 21 20 6 14 19 = $. ни 5 6 6 3 181 
1938 7 7 2 i — 1 — 1 oa 1 4 13 3 40 
7. Leather, fur and 1947 8 5 о 954 1 3 2 1 ды. ж 1 43 3 69 
manuiactures | ‘1948 ШЗ Дит | За | а 75 
1938 3 1 — 1 1 = — 1 — 6 — — == 13 
8. Machinery 1947 8 — 1 — 1 = — 1 — — — — 1 12 
1948а| 22 1 — — 2 1 —- 1 — 1 — — 1 29 
9. Vehicles and | ye We ag Pe oe er oe Ee ow eee Se 9 
parts . | 1948 a| 32 3 = = = = = = = — 1 — — 36 
Е | 
10. Chemicals and | 1938 6 6 3 5 1 = — = = 19 — 1 3 44 
related rae 1947 ll 4 =) р 4 1 -— — -- 1 -- — — 26 
ducts . | 519480) !12 prast! | ale СР i Be eee oe 1 1 2 34 
11. Clocks and | 1938 ож ae Ч == 9 a ic = an oat 5 ы te. - 
watches . re? <a = = Г a ZS: 7 a 2Р- = Tt i = 
=| 1948.6) — | аз [peal 5B. | eben La Se Ae 58 
12. Precious stones [ 1938 3 2 14 3 = = = — == 1 = 1 — 26 
and metals, $ 1947 6 4 30 4 2 1 = — == = 6 == 3 56 
jewellery, etc.{ 1948а| 5 4 34 5 5 1 — — — 1 4 3 6 68 
13. Art works and J oar 3 a vi : : ov fi cae bg = Ks a т. 
В Вов. пра Пе а ee Soe ee У chee ee 15 
1938 19 4 7 8 5 5 2 2 1 20 9 2 12 96 
14. All other items.; 1947 22 8 5 11 6 8 == 1 1 5 10 12 16 105 
1948 «| 35 8 9 15 6 1 1 3 — 9 10 2 9 118 
1938 118 54 42 30 23 42 15 45 18 63 27 26 79 582 
ROTAT о ПЗ 205 47 59 26 83 44 57 92 40 6 23 Ok 116 875 
1948 а| 283 73 84 43 98 85 58 96 42 28 23 79 134 1,126 


i 


| 


Source. — United States foreign trade statistics. 


For details, see Appendix B. 


а Provisional, based on figures for ten months 
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threefold price increase should be made in 
comparing the pre-war and post-war data. 
The table is perhaps as interesting for its 
blanks as for the figures which it does contain, 
the blanks indicating what is not exported to 
the United States and by whom it is not 
exported. Apart from the miscellaneous “ all 
other ” group, it is only in food that almost all 
European countries show Some exports to the 
Uni е tates. Of the European exporting 
countries, the United Kingdom appears to be 


almost alone in having a fairly well rounded 
distribution of exports among the various 
groups of commodities. In general, European 
exports to the United States appear to consist 


largely of a number of specialized—articles : 


whisky from the United Kingdonmrand а small 


е 
amount of wine from France; tobacco from 
oe ee aaa ae ae 


4. EuRope’s IMPORTS 


Decline in Imports from the United States 


The primary factor in the reduction of 
Europe’s balance of payments deficit with the 
United States from 1947 to 1948 was the sharp 
cut in imports by approximately $1,400 mil- 
lion. At the same time, Europe’s imports from 
other overseas areas increased by about 
$2,200 million. Superficially, this change 
suggests a pronounced diversion of trade 
in line with the efforts of European coun- 
tries to shift their purchases to non-dollar 
areas. However, it must be remembered that 
European imports from the United States in 


1947 included large amounts of goods supplied 
in response _to emergency needs,! such as 
of which there 


grain, coal and textiles, 

were exceptional shortages in Europe, and 
machinery, trucks and ships, and other capital 
equipment required to meet extraordinary 
reconstruction requirements. Apart from bread 
grain and coarse grain, there appeared to be 
relatively little shift to the United States as a 
source of supply for specific products ordinarily 
obtained from other overseas countries, al- 
though in many instances there were serious 
deficiencies in such supplies. 


1Cf. last year’s SURVEY, especially pages 49 and 71. 


Greece and Turkey ; foodstuffs from various 
EKuropean— countries, consisting in part of 
products suited to the tastes of the immigrant 
population in the United States; furs from 
the Soviet Union, and cork from Portugal ; 
watches from Switzerland and costume jewel- 
lery from Czechoslovakia; diamonds and other 
precious stones from Belgium, representing in 
reality a transit and improvement trade ; 
works of art and antiques from the United 
Kingdom, France and Italy. Thus for most 
European_countri mal ts 
to the United States is in a few special 


ifems. Trade 1s conspicuously small in_pro- 
ducts representing a cross-section of the kinds 
of goods which Europe is able to provide to 
the world in general, outside the United 
States. 


FROM OVERSEAS COUNTRIES 


The progress of recovery in 1948 was 
reflected in the development of trade during 
the year. Table 79 provides a summary 
distribution of imports from the United States, 
by principal commodities and by groups 
of European countries, in the years 1938, 
1947 and 1948, all expressed in 1947 prices. 
Although the commodity composition and, 
to some extent, the methods of valuation 
differ from those employed in the three basic 
tables of Europe’s trade in food, raw materials, 
and manufactures presented in Chapter 4 
(Tables 48, 52 and 56), a comparison of the 
data indicates that the principal decreases in 
Europe’s imports from the United States in 
1948 were overall decreases; that is, the 
declines in specific commodities were not, for 
the most part, compensated by increased 
imports of the same commodities from other 
sources. This appears to be particularly true 
of the decline of $90 million in meat, $80 
million in dairy products, $170 million in 
textile manufactures, $70 million in wood and 
paper, $200 million in coal, $100 million in 
steel, and almost $500 million in machinery 
and vehicles (which include railway rolling- 
stock and ships) imported from the United 
States. As far as these major changes are 
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concerned, neither the extraordinarily high 


level of imports from the Uni | Т 


пог the reduction in 1948 appears to be due 
in any appreciable degree to shilts Irom the 
United States to other overseas supplying 
areas, but rather to changes in the volume 
and composition of Hurope’s post-war import 
requirements as recovery has progressed. 


Shifts to non-dollar sources of supply algo 
account, for some of the reduction in imports 
fromthe United States in 1948, although 
to a smaller degree. For instance, imports 
of vegetable and animal oils and fats and 
of mineral oil from the United States declined 
in 1948, while there were substantial increases 
in imports of these commodities from other 
areas. 


Grain, as was already mentioned, was the 
outstanding commodity of which imports 
from the United States in 1947 made up for the 
fall in food imports from other overseas sources. 
In 1948, imports from other overseas sources, 
taken collectively, increased substantially and 
might well have produced a decline in grain 
imports from the United States as a further 
step towards the pre-war pattern, had it not 
been for the poor crops of the previous year, 
which greatly increased total import require- 
ments. Total grain imports from the United 
States therefore showed little change in volume 
from 1947 to 1948, but there was a considerable 
change in the relative quantities taken by the 
various importing countries in Europe. The 
United Kingdom, in particular, succeeded in 
covering its grain requirements to a much 
larger extent from non-dollar sources and 
virtually eliminated grain imports from the 
United States, but this was offset by an expan- 
sion of $100 million in imports from the United 


‘States into Germany and Austria. 


The continued high level of grain imports 
was one of several exceptional features in 


-Burope’s imports from the United States which 
prevented the total volume from falling back 


to about the 1938 level. In fact, grain and 
machinery together account for most of the 


‘difference of some $1,300 million (in 1947 


АХ, feos 


prices) between the 1948 and the 1938 levels 


of Europe’s imports from the United States. 


Most other commodities had returned to, or 
even fallen below, the 1938 volume.1 The 
major reductions were $300 million in cotton 
and $133 million in mineral oil and products. 


It may also be said that the level of Europe’s 
imports from the United States would have 
been little, if at all, higher than in 1938, 
but for the extraordinary relief and assistance 
programmes which affect the figures in two 
of the groups of countries shown in Table 79. 


Thus, in Germany and Austria, and in 
Greece and Turkey (which are included in the 
group of Mediterranean and Iberian countries) 
imports from the United States remained at a 
high level. Increases in imports into these 
countries in several instances served to offset 
drastic reductions in imports of American 
goods into other European countries. For 
instance, the United Kingdom in 1948 com- 
pletely eliminated its former imports of fruit 
and nuts from the United States, whereas im- 
ports of these items into Germany increased 
from negligible quantities in 1938 and 1947 to 
a volume comparable with that formerly taken 
by the United Kingdom. 


The overall reduction of British imports from, 
the United States was particularly severe, the 
total falling to little more than one-half of the 
pre-war volume. In addition to grain, fruit and 
nuts, several other products formerly of some 
importance in the trade—notably meat and 
fats and oils—virtually disappeared from Brit- 
ish imports from the United States. Although 
the reduction in imports was partially a 
reflection of the general endeavour of the 
United Kingdom to curtail its imports of 
non-essentials, it also appears that the United 
Kingdom may have been more successful than 
other European countries in shifting the source 
of its imports of specific goods to non-dollar 
areas. 


United States Licensing Policy 
The decline in imports of United States goods 
into Eastern Europe and the Soviet Union 


1 The principal exception was the miscellaneous “ all 
other ” group, which includes gift parcels. 
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was more drastic, although smaller in magni- 
tude, than the reduction in such imports 
into Western European countries. As a result, 
the total volume fell far below the pre-war 
level. The changes in some of the com- 
modities shown in Table 79—for example, 
the cessation of imports of grain and cereals 
and meat from the United States into Eastern 
European countries—indicate that the decline, 
as in other parts of Europe, was influenced to a 
substantial extent by the ending of the 
U.N.R.R.A. programme. Another factor in 
the low level of trade was the shift in cotton 
purchases to the Soviet Union and other 
non-dollar sources of supply. 


The general dollar shortage, however, would 
not appear to have been the dominant 
influence. As already noted, the Soviet Union 
was in the unique position of showing a surplus 
on merchandise trade with the United States 
in 1948, and the Eastern European countries 
as a group also had an excess of receipts 
in their total transactions with the United 
States.} 


The low level of Eastern European imports 
from thie United States in 1248 largely refle Ke United States in 1948 largely reflects 
the effeets of American export licensing policy. 
Whén most of the powers of the United States 
Department of Commerce to control and 
allocate materials were due to expire at the 
end of February 1948, the legislation con- 
cerning export controls was extended for one 
year and all shipments to Europe were placed 
under licence. The purpose of the export- 
control system was changed at the same time. 
Previously, the main object had been to protect 
the domestic economy of the United States 
and to ensure the most effective use of scarce 
materials. As far as Western Europe was 
concerned, this function was thereafter per- 
formed chiefly by the United States Economic 
Co-operation Administration. The export- 
control mechanism was concentrated more on 
shipments to Eastern Europe as political and 
military considerations acquired an overriding 
importance following the deterioration of 


1 Of. Table 75. 


relations between the Soviet Union and the 
United States.! 


The application. of the new export controls 
at first resulted in an almost complete cessation 
of United States machinery exports to the 
Soviet Union and Eastern Europe, the total 
falling from $41 million in the first quarter to 
only $6 million in the second quarter of 1948. 
Thereafter, as the administrative apparatus 
became better organized and some of the delays 
were overcome, the number of export licences 
issued increased somewhat. The value of 
export licences approved in the third quarter 
remained, however, considerably below the 
value of licences applied for, and, as shown in 
Table 79, the volume of machinery exports in 
particular remained much smaller in 1948 than 
in 1947. 


Imports from Other Overseas Countries 


Measured in current prices, imports into 
Europe from countries other than the United 
States and Canada increased in total value 
by approximately $2,340 million, or about 


1Some of these aspects of United States licensing 
policy were commented on as follows in the third 
quarterly report of the United States Secretary of 
Commerce : 


“ Administration of controls over shipments to 
Europe has been considerably complicated by the 
periodic outbursts of unwarranted hysteria which 
have accompanied reports of shipments of goods to 
Eastern Europe. In clarification of the policies of the 
Department of Commerce in this connection, it may 
be pointed out that while there is no intention of 
establishing an embargo on exports to Eastern Europe, 
all license applications for shipment to this area, are 
subjected to close scrutiny by an interdepartmental 
committee, on which the Departments of State, 
National Military Establishment, Interior, Agriculture, 
Commerce, the National Security Resources Board, 
and the Atomic Energy Commission are represented. 
The ultimate objective of this screening operation is 
to utilize our resources of materials to obtain from 
Eastern Europe scarce commodities needed by the 
United States and Western Europe while maintaining 
strict control over shipments of industrial materials 
having military significance. The success of the 
European Recovery Program rests in part upon the 
speedy increase in trade between Western and Eastern 
Europe. To the extent that such trade is restored, 
the material and financial demands on the United 
States in the next few years can be reduced and world 
economic recovery advanced.” 

(See Export Control and Allocation Powers, Third 
Quarterly Report to the President, the Senate and 


House of Representatives, by the United States Secre- 
tary of Commerce.) 
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Table 80 


IMPORTS OF SELECTED EUROPEAN COUNTRIES FROM OVERSEAS MEMBERS 
OF THE STERLING AREA 
Millions of dollars in current f.0.b. prices 


Ra I eS м 
Importing United 


oe country Kingdom Treland France Netherlands Belgium 

poms _ | 1947 | 1948 | 1947 | 1948 | 1947 | 1948 | 1947 | 1948 | 1947 | 1948 
ES Sag ee 340.3 | 594.9) 2.1 | 18.7 | 69.2 182.8 | 65.4 | 7.7 | 41.7 | 41.4 
Og ee ee 315.3 | 381.1] 1.6 | 1.5 | 12.1 | 31.4 | 4.0] 4.4] 3.0] 2.6 
India, Pakistan, Burma, Ceylon .... . 423.9 | 488.8 | 16.3 | 18.1 | 36.9 | 51.7 | 15.1 | 23.8 | 30.8 | 26.3 
Изо Of Бон Аба .......... 92-02 111.0 12:6 | 3.7. | 18.8 1. 33.34] 52:95:49 511.7 112.0 


Other African countries of the Sterling Area | 320.0 | 476.2 | 0.9| 2.8 | 12.4 | 17.1 6.8 | 10.8 | 1.8| 8.9 
Other countries of the overseas Sterling Атеа @| 261.3 | 326.8 | 3.6 | 4.0 | 39.0 | 67.8 | 5.3 | 8.4| 6.6 | 8.0 


Тотат, overseas Sterling Area .... . . |1,752.8 |2,378.8 | 27.1 | 48.8 188.4 334.1 | 39.5 | 60.0 | 95.6 | 99.2 


Ratio of imports from Sterling Area to total 
overseas imports (percent). . . 35.0 43.7 | 14.3 | 30.1| 8.8 | 14.2 | 6.4| 7.9 | 10.8 | 12.6 


Importing Switzerland Italy Sweden Norway Total = 
Exporting country 
У 1947 | 1948 | 1947 | 1948 | 1947 | 1948 | 1947 | 1948 | 1947 1948 
OATS TET Ne Vals ое 5.6 8.0 | 39.7 | 49.6 7.9 | 14.2 2.1 4.5 514.6 871.8 
о ара а jacessteysss or uses 64а cus 0.6 0.8 232 3.4 1.9 4.7 0.9 1.3 341.6 431.2 
India, Pakistan, Burma, Ceylon .....| 7.7 | 9.9 | 19.7 | 30.0 | 9.0 | 18 1073.34.11 | 562.716 6 
Wimioneor South Africa т. 2.0 2.5 | 35.9 | 12.4 3.6 6.0 1.68 4.30] 171.1 190.1 


Other African countries of the Sterling Area | 1.5| 5.4| 3.0] 1.7 | 6.4 13.4 | 4.20) 6.08] 357.0 | 542.3 


Other countries of the overseas Sterling Area? | 8.4 | 9.6 | 9.2 | 22.7 8.7 | 15.1} 1.5 | 1.7] 343.6 | 464.1 


_ = 22 ee ee ee ee 


ToraL overseas Sterling Area 25.8 | 36.2 109.7 119.8 | 37.5 | 72.3 | 14.2 | 21.9 [2,290.6 |3,171.1 


оо о, 
ть. 6.6 | 8.3| 12.6 | 13.5 | 65.7 | 18.6 | 5.0 | 10.2 | 20.6) 27.7 


| | 
| ivision, Economic Commission for Europe. See Appendix B. 


Source. — Research and Planning Di can sags 

iti itories in the Western Hemisphere an : 

ludes Iraq and British dependent territories 1n Sie | 

к с 25 ers from the mandated territory of South-West Africa are included with imports from the Union of South 
orway 


Africa. 
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35 per cent, from 1947 to 1948.1 As is shown 
in the figures below, about one-half of this 
increase was the result of imports from the 
Sterling Area. 


Area Millions of dollars 

in current prices 
Sterling eATea we. ee meee con ater + 1,135 
French overseas territories ..... . + 250 
MatingA merica: а в ан + 395 
Other Asia and Осеамаа ...... + 360 
Other #Africa сер Aeee ое О. + 200 
ToraAL, excl. United StatesandCanada + 2,340 


a Excluding countries of the Sterling Area and the French 
overseas territories. 


The general increase from 1947 to 1948 in 
the importance of the Sterling Area as a source 
of supply for Europe is brought out in Table 80, 
covering imports into nine leading countries 
which together accounted for roughly four- 
fifths of the total rise in European imports 
from the Sterling Area. For these countries 
as a group, the share of the Sterling Area 
in total imports from overseas countries rose 
from 21 to 28 per cent. Although quantitatively 
the increase in imports into the United King- 
dom was of greatest importance, the percen- 
tage rise was particularly large in the case of 
Ireland, France, Sweden and Norway. Belgium 
and Italy, ‘on the other hand, increased their 
imports from the overseas Sterling Area only 
very moderately, either in absolute or in 
relative terms. As is shown in Table 80, all the 
various parts of the overseas Sterling Area 
contributed to this expansion, the largest 
increases being shown by Australia and the 
African colonies. 


In addition to grain, the most important 
items accounting for the increase in European 
imports from countries other than the United 
States were sugar, fats and oils, wine, other 
foods, rubber, petroleum, and metals and 
огез.? These principal items account for an 
expansion of some $1,350 million, measured 


1 Canada was the only other major source, along with 
the United States, from which European imports de- 
creased from 1947 to 1948, the decline (from $1,157 
million to $1,059 million) being, however, much less 
р, than the reduction in imports from the United 

tates. 


* Indicated by comparative analysis of Tables 48 and 
52 in Chapter 4, and Table 79 in the present chapter. 


in 1947 prices. A substantial part of the 
remainder of the increase from 1947 to 1948 
in the value of imports from overseas countries 
other than the United States and Canada was 
attributable to the increase in prices discussed 
in the preceding chapter. 


An exhaustive examination of the relative 
share of price and volume changes in the 
overall expansion of imports from areas other 
than the United States is not possible from 
the available data, but some indication is 
given by Table 81, covering a selected list of 
goods imported into the United Kingdom from 
the overseas Sterling Area for which both 
quantity and value figures are provided in the 
British trade statistics. These products made 
up $2,000 million out of the United Kingdom’s 
total imports of $2,380 million from the 
Sterling Area in 1948, and accounted for 
almost all of the increase of $626 million shown 
in Table 80 in the value of such imports from 
1947 to 1948. Measured in constant 1947 
prices, the increase in British imports of 
the goods listed in Table 81 would have been 
$357 million, representing a rise of 25.6 per 
cent in volume. The remainder of the increase 
is attributable to a price rise of some 15 рег 
cent. It will be noted that out of the com- 
modities covered by Table 81, price increases 
were particularly marked in oilseeds and nuts, 
cocoa and raw wool, whereas, in most other 
commodities, the rise in volume was relatively 
more significant. 


Despite the marked increase in the volume 
of imports from the overseas Sterling Area into 
the United Kingdom from 1947 to 1948, Table 
81 indicates that, for the commodities covered, 
the overall volume nevertheless remained about 
17 per cént less than in 1938, the difference 
being chiefly caused by smaller imports of 
grain, sugar, fruit and vegetables, tea, and 


~ там wool.} 


1 In the overall volume of British imports from overseas 
in 1948 compared with pre-war, the lower level of imports 
from the United States and the overseas Sterling Area 
appears to have been offset chiefly by a higher level of 
imports from Latin America, largely in sugar and meat, 
and by larger imports of petroleum from the Middle 
East, the total volume of imports into the United 
Kingdom from all overseas areas thus being very close 
to pre-war in 1948 (cf. Chapter 4). 


te 


Tie to Aes 


— 133 — 


Table 81 


IMPORTS INTO THE UNITED KINGDOM OF SELECTED COMMODITIES 


FROM OVERSEAS MEMBERS OF THE STERLING AREA 


Millions of dollars in c.i.f. prices 


ToraL from Sterling Area 


Source. — Official British trade statistics adjusted for price changes. 


193: 
Total cee by product and : | st | т 
principal country of origin Value in г - У 1 
| 1938 prices Value in 1947 prices | pepe 
Grain and flour .. 100 401 23 194 179 
Australia . 70 267 17 179 162 
Sugar ros 61 149 47 90 96 
Australia . . 17 45 2 23 25 
British West а. 8 22 29 32 35 
Mauritius . 18 39 2 24 23 
Fruit and vegetables . 46 104 45 71 66 
Australia . . 8 15 1 И 13 
British West Но 19 41 11 12 12 
South Africa ll 30 24 30 24 
Meat . и 127 180 193 194 206 
Australia . . 54 80 69 62 67 
New Zealand . 72 94 119 125 132 
Butter 121 169 131 157 185 
Australia . ads + 47 68 40 54 64 
New Zealand ~. . . 71 97 91 102 121 
“ Oilseeds and nuts ........ 60 175 162 181 235 
British West Africa 17 41 100 112 152 
Re es se, og 28 Я 17 15 15 
Feeding-stuffs . . . - ++ +++: 28 72 6 11 12 
Burma . п 28 4 5 6 
Теа 139 222 180 190 223 
Ceylon 51 88 58 54 64 
India . 82 130 118 132 154 
Cocoa. . 15 62 53 52 85 
British West ais | 14 59 51 50 81 
оба i 46 42 58 59 
Southern Rhodesia. ..... - 6 15 19 36 33 
Mineral oil, refined 17 25 38 34 43 
British West Indies 15 22 26 23 30 
Iron ore and concentrates 1 2 7 9 9 
Sierra Leone 1 2 7 9 9 
66 76 
Copper . . : 20 40 59 

Northern Bhodesia 19 38 58 66 76 
Raw wool . 167 282 229 252 331 
Australia . 91 160 128 145 196 
New Zealand 45 65 69 74 87 
South Africa 21 41 22 22 34 
Raw cotton . : 10 23 10 10 13 
British East ‘Africa 2 5 4 7 

India . : 6 16 3 1 
Other textile materials . 21 7 = 7 a 
British East Africa . 2 i : 

India . nines 19 | 68 25 33 3 

Rubber . 47 71 106 107 a 

British Malaya: 39 57 82 86 
a 997 2,099 1,374 1,731 1,995 


Chapter 7 


INTRA-EUROPEAN TRADE AND PAYMENTS 


1. GENERAL CHARACTERISTICS IN 1948 


Intra-European trade was significantly larger 
in 1948 than in 1947, the overall volume in 
constant prices having increased by some 
25 per cent. The increase was, however, 
very unevenly distributed and the degree 
of recovery varied widely compared with 
pre-war trade levels. In relative terms, as 
Table 82 shows, the increase was largest 
in trade among Eastern European countries. 
Before the war this trade was very small, 


but it has since expanded greatly, and by 


1948 had reached almost three times the 


European countries rose by some 20 per cent 
from 1947 to 1948, but still remained well 
below the 1938 level. This low level of Western 


European trade was chiefly accounted for 
by Germany;-whose export and import trade 


with Western European countries amounted 
to nearly $2,000 million in 1938, but to less 
than one-third of that amount in 1948 (ex- 


pressed in 1938 prices). Trade among other 
Western European countries returned to the 


pre-war level, but did not compensate for the 
short-fall_in_theirtrade-with-Germany, which 


pre-war volume. Trade among Western before the war accounted for almost 40 per 
————————— 
Table 82 


THE LEVEL OF TRADE IN WESTERN EUROPE, IN EASTERN EUROPE AND BETWEEN 
WESTERN AND EASTERN EUROPE 
Millions of dollars in 1938 f.0.b. prices 


Trade among 


Trade among 


Western East-West trade Eastern Total intra- 
Year European countries European countries| European trade 
Millions Millions Millions Milli 
of dollars 174 | of dollars 14 | of dollars Index | of ат Index 
Including Germany 
LOSS ere О ey, BAe ения 4,993 100 1,751 100 168 100 6,912 100 
Пн eRe ene о 2,964 59 566 32 259 154 3,789 55 
ТЕ... 3,583 72 731 42 483 288 4,797 69 
Excluding Germany 
938. к по с а 3. 024 100 `1,160 100 168 100 4,352 100 
А а 2645 87 543 47 259 154 3,447 79 
LOLS с: пе 32045 101 679 59 483 288 4,207 97 


ОА ИТС С = eee 


Notes. — This table is derived from Table 46. 


In order to arrive at the regional grouping shown here, 
Western European countries include Groups I to V, Eastern Euro 
is included in Western Europe, the level of trade among Eastern E 
of the table. The figures for trade among Western European countries, 


the country groups in Table 46 have been combined as follows : 


pean countries include Groups VI and VII. Since Germany 
uropean countries is the same in the upper and lower sections 
excluding Germany, were calculated on the basis of the 


methods used in the preparation of Table 46 which are described in Appendix B. 


Pe ee aes See ИЧМ 


tt tt hl he ЧИНОВ ЧЕТ 


a 


ry у es 


— 135 — 


cent of the total trade among Western Euro- 
р “countries. 


The low level of Germany’s exports and 
imports also helps to explain the relatively 
small volume of post-war trade between 
Eastern and Western European countries 
which, before the war, constituted roughly one- 
quarter of total intra-European trade and was 
equal in size to about one-third of Europe’s 
total imports from overseas countries. In 
spite of a substantial increase from 1947, trade 
between Eastern and Western European coun- 
tries 1 in 1948 was equal to only 60 per cent 
of the 1938 volume excluding Germany, and 
to only 42 per cent of the pre-war volume if 
Germany (which before the war accounted for 
34 per cent of the total) is included. 


The principal facts regarding the commodity 
composition of intra-European trade in 1948 
have already been analysed in Chapter 4. 
It was seen there that trade in food and 
industrial materials, which acco 


70 per cent of the total volume of goods 
traded among European countries before the 


war, remained severely de ressed in 1948 
at less than two-thirds of the 1938 level, 


whereas intra-European trade in finished 
manufactures was somewhat hipher-at~ about 
80 -per-vent—of the pre-war amount. The 
extent of the increase from 1947 to 1948 
was, however, much greater in food and 
industrial materials, since the growth of trade 
in finished manufactures was adversely affected 
by the tendency of most European countries 
to cut down their purchases of less essential 
goods. The rise since 1947 in intra- European 
trade in food was concentrated in the more 
basic and simple products, including parti- 
cularly grain from the Soviet Union and fish 
supplied chiefly by Norway and Iceland (fish 
being the only major food product in which 
trade increased appreciably above its pre-war 
volume). Among industrial materials, two 
commodities—coal and steel—accounted for 
the bulk of the increase in trade. Among 


manufactured goods, trade in machinery and 


1 The figures relate to the sum of the trade moving 
in both directions between Eastern and Western Euro- 
pean countries. 


other capital equipment rose by 40 per cent 
from 1947 to 1948, whereas trade in con- 
sumers’ goods increased but little, or, in most 
instances, definitely declined. In general, 
therefore, the composition of intra-European 
trade in 1948 was less concentrated on manu- 
factures than in 1947, and within manufactures 
there was an increased emphasis on essential 
products. 

The smaller volume of intra-European trade 
in manufactures and industrial materials in 
1948 compared with 1938 continued to reflect 
the low level of Germany’s exports, although 
these exports expanded considerably from 
1947 to 1948 and, in addition, other European 
suppliers developed their production and exports 
to replace Germany in certain important fields, 
notably machinery. Despite their small size, 
Germany’s exports in intra-European trade 
greatly outweighed its imports, which came 
predominantly from overseas sources, chiefly 
the United States. The resulting distribution 
of Germany’s exports and imports gives rise 
to special problems which will receive closer 
attention in a subsequent section. 

Although the overall volume of intra- 
European trade remained low in 1948 com- 
pared with 1938, it is noteworthy that a 
substantial increase over 1947 was achieved 
despite serious difficulties in the payments 
field. 

In last year’s SURVEY the growing payments 
difficulties in intra-European trade were ana- 
lysed in some detail. These difficulties were 
attributed to the disruption of the pre-war 
multilateral trading pattern based on the 
large import surplus of the United Kingdom 
and the large export surplus of Germany, and 
to the failure to develop an alternative multi- 
lateral pattern after the war. Because of the 
seriously unbalanced creditor ad nes 
tions of most trading countries, credit facilities 
and reserves of gold and foreign exchange were 
increasin exhausted, an is in turn léd 
to “a general _trend_towards_closer_bilateral 
balancing of accounts. 

The year 1948 brought significant changes 
in intra-European trade and payments rela- 
tionships without, however, producing a more 
stable pattern of trade along multilateral 
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lines. In general, the pressure towards bilateral 
balancing continued and was expressed in 
some of the trade adjustments carried out in 
1948. In other cases temporary relief was 
found through the provision of new resources, 
notably the drawing rights established among 
Western European countries as a counterpart 
to American aid under the European Recovery 
Programme. Another significant feature of 
the year was the change in the position of 
sterling due to the emergence of a large surplus 
in the United Kingdom’s trade with Western 
European countries. This meant, first, that 
Western European countries which had ac- 
quired sterling balances in previous years were 
able to draw on them in 1948 to cover part 
of their increased imports from the United 
Kingdom and other countries in the Sterling 
Area, although new lines of strain developed 
as these resources were depleted. At the same 
time, the United Kingdom developed an 
import surplus in trade with the countries of 
Eastern Europe, which meant that they 
were able to use their current earnings of 
sterling for settling balances with third coun- 
tries. The greater acceptability of sterling 
resulting from the increased supply of goods 
from the Sterling Area, and also from the 
relatively low level of British imports from 
European countries, strengthened the pound 
as an international means of payment among 
a considerable number of both British and 
non-British countries. This increased accepta- 
bility and use of sterling gave some immediate 
relief from the necessities of bilateral balancing, 
and may also be an indication of the emergence 
of a new multilateral trading pattern whereby 
trade balances among a number of European, 
as well as non-European, countries could be 


cleared under a system of limited sterling 
transferability. г 


Thus, while payments difficulties and the 
lack of general currency convertibility con- 
tinued to hamper the growth of intra-European 
trade, the financing of some of the main lines 
of strain by new resources or by the depletion 
of sterling balances helped to maintain or 
increase trade in certain instances where reduc- 
tions would otherwise have been necessary. 


Probably a more -generally valid and 
important explanation of the increase in intra- 
European trade in 1948, despite payments 
difficulties, was simply the continued rise 
in production throughout Europe. The result- 
ing increase in the supply of essential goods 
available for export made it possible to achieve 
in many cases a closer bilateral balancing of 
accounts, while raising the volume of trade. 
In certain cases, however, the need for closer 
bilateral balancing led to a restriction of 
trade. 


Whether the expansion of intra-European 
trade will continue will depend partly on 
whether or not the pattern of trade and pay- 
ments among European countries evolves in 
a way which will avoid the necessity for 
balancing trade by applying import restric- 
tions. The nature and scope of the difficulties 
in this field can best be judged against the 
background of the intricate adjustments and 
adaptations which were necessary in bilateral 
trading relationships during the past year. 
The record indicates that many of the changes 
made were of a transitional character which 
could scarcely be relied upon to produce a sound 
basis for the future expansion of intra-Euro- 
pean trade. 


2. TRADE AND PAYMENTS RELATIONS IN WESTERN EUROPE 


The Changed Position of the United Kingdom 


The most striking change in intra-European 
trade in 1948 was in the position of the United 
Kingdom. It began the year 1948 owing 
large sterling balances to other Western 
European countries which they had been able 
to build up during and after the war. The 


overall debtor position of the United Kingdom 
was one of the major obstacles preventing 
the carrying-out of multilateral compensation 
arrangements at that time. While, in 1947, 
the United Kingdom had a trade surplus of 
$140 million with Western Continental Europe, 
this had been more than offset by a deficit of 
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$240 million in invisible transactions, which 
included substantial relief and reconstruction 
contributions (particularly to Italy and Greece), 
military and other disbursements in Belgium, 
occupation costs and civilian supply. pro- 
grammes in Germany and Austria, and tourist 
payments to France and Switzerland. Dis- 
bursements under these headings more than 
outweighed British shipping and other invisible 
receipts from these countries. In 1948 the 
situation was very different. The decline in the 
large post-war disbursements for relief and 
military costs in Europe, the reduction in the 
United Kingdom’s share of the civilian supply 
programme in the Bizone, and tighter restric- 
tions on travel to the Continent, changed the 
net balance on invisible transactions to a sur- 
plus ‘of $92 million with Western Continental 
European countries in 1948. At the same time, 
the surplus on merchandise account with these 
countries rose to $228 million; the United 
Kingdom’s exports increased substantially, 
while its imports continued to be restricted.’ 
With the exception of Switzerland and Belgium, 
most Western European countries consequently 
tended to be in deficit in their sterling trans- 
actions in 1948. 


In addition to the increased demand for 
sterling to finance trade and invisible transac- 
tions with the United Kingdom itself, most 
Western European countries also had greater 
need of sterling to finance their increased 
purchases from the overseas Sterling Area. 
The data on this subject given in Table 80, 
Chapter 6, show that, with the notable excep- 
tion of Belgium, most European countries 
increased their imports substantially from 
overseas members of the Sterling Area. 


The building-up of the United Kingdom’s 
current account surplus with other Western 
European countries in 1948 was made possible, 
to a considerable extent, by the utilization 
- of the sterling balances which those countries 
held at the beginning of the year. France, 
for instance, began the year with sterling 


1The ficures cited in this paragraph are from the 
United Lem Balance of Payments, 1946 to 1948 
(No. 2), Сша. 7648, March 1949. They refer to the 
United Kingdom’s transactions with all the member 
countries of the O.E.E.C. except Ireland. 


balances amounting to $205 million, chiefly 
as a result of the liquidation of French holdings 
of British securities and other assets. Although 
France had a small surplus on merchandise 
trade account with the United Kingdom in 
1948, the total deficit of the French monetary 
area with the Sterling Area ran for a large 
part of the year at a rate of $30 million a month. 
This was financed by the use of the sterling 
balances, fresh credits from the United King- 
dom, and, during the last quarter of the year, 
$70 million of the drawing rights granted by 
the United Kingdom under the Payments 
Scheme among the Western European countries 
participating in the Organization for European 
Economic Co-operation. 


It was chiefly with its two main creditor 
countries—Switzerland and Belgium—that the 
United Kingdom continued to have a per- 
sistent deficit in 1948. Following gold losses 
of $70 million in 1947 and the use of $20 mil- 
lion still available from the Swiss credit of 
March 1946, Switzerland and the United King- 
dom agreed to endeavour to establish equili- 
brium in the accounts between Switzerland 
and the Sterling Area. Nevertheless, in spite 
of a small surplus on merchandise trade in 
favour of the United Kingdom, the total 
deficit of the Sterling Area with Switzerland 
amounted to more than $25 million for the 
first ten months of 1948, and the difficulties 
of achieving a bilateral balance increased at 
the end of the year because of the decline in 
British exports. 


The United Kingdom’s payments relations 
with Belgium have posed even more difficult 
problems. During 1947 the United Kingdom 
lost $270 million to Belgium in gold and 
dollars, either through direct payments or 
through the conversion of sterling into dollars 
and, in addition, Belgium’s sterling holdings 
increased by some $75 million. Although the 
United Kingdom itself had a surplus in mer- 
chandise trade with Belgium, these settle- 
ments were necessitated by military payments, 
repatriation of Belgian capital and accu- 
mulated income, as well as by sterling trans- 
fers to Belgium from the Sterling Area and 
from third countries. An agreement was 
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reached with Belgium in March 1948 covering 
a period of eighteen months from the beginning 
of the year, under which accounts were to be 
balanced and sterling transfers from other 
countries to Belgium restricted. The рет- 
sistence of the deficit in 1948 after this agree- 
ment, in spite of the continued merchandise 
trade surplus of the United Kingdom, is less 
easy to explain. Belgian surpluses with the 
overseas Sterling Area and Egypt, some 
authorized ‘sterling transfers from other coun- 
tries, and the trade surplus of the Belgian 
Congo with the Sterling Area, do not appear 
to account fully for the still considerable 
gold and dollar payments made by the United 
Kingdom during the year. A continuing 
strain in the financial relations between the 
United Kingdom and Belgium is indicated by 
the exhaustion, in the two months of October 
and November 1948, of the $22.5 million of 
drawing rights established in the United 
Kingdom’s favour by Belgium under the 
О.Е.Е.С. Payments Scheme for the entire 
period from October 1948 to March 1949. 
British exports to Belgium, as in the case of 
Switzerland, also fell off in the last quarter 
of 1948. However, under the agreement cover- 
ing the first six months of 1949, Belgium has 
undertaken to seek ways to increase its imports 
from the United Kingdom and to try to substi- 
tute sterling for dollar imports as far as possible. 


Western European Creditor Countries 


Both Belgium and Switzerland, which had 
earlier made a notable contribution to the 
post-war restoration of intra-European trade 
by their liberal import policies and the exten- 
sion of credits, were, in 1948, no longer prepared 
to grant fresh credits on any substantial 
scale and tended rather to press for the repay- 
ment of credits extended earlier. Their 
debtors, on the other hand, were equally 
unable to settle their deficits with Belgium 
and Switzerland in gold or dollars, except 
when they were obliged in particular instances 
to pay for essential goods. Both these creditor 
countries consequently tended to move towards 
a closer bilateral balancing of their accounts 
with other countries. 


In the endeavour to utilize its demands 
for imports to sustain its exports wherever 
possible, Switzerland reduced or eliminated 
payments in free exchange for imports from 
some of its trade agreement partners to whom 
such payments had previously been made. 
For instance, the trade agreement of December 
1948 with Denmark put an end to partial 
payment in free dollars for Swiss purchases 
of Danish goods. Austria also ceased to be 
accorded relatively free use of the proceeds 
of its exports to Switzerland for purchases 
in third countries. 

The early recovery of production in Belgium 
after the war and the saturation of the domestic 
market released a substantial volume of goods 
for export to other European countries. The 
size of the export surplus was partly accounted 
for by the fact that Belgium was able to charge 
high prices for the steel and other scarce 
commodities which it was in a position to 
supply. Moreover, Belgium was able to press 
its trading partners to accept considerable 
quantities of less essential goods as a condition 
for the sale of scarce items. The surplus on 
merchandise trade, however, was probably 
of less consequence in Belgium’s creditor 
position than receipts from services and capital 
transfers. With the exhaustion of credit 
facilities extended by Belgium under its trade 
agreements, the financing of Belgium’s surplus 
with other European countries became in- 
creasingly difficult. The situation was further 
complicated by increasing price competition - 
and by the general increase in the supply of 
essential goods, which made it more difficult 
for Belgium to require its trading partners 
to buy textiles and other consumer goods. 
A new financial support for Belgium’s exports 
was provided in the drawing rights of $218.5 
million granted by it under the O.E.E.C. 
Payments Scheme as a condition of dollar 
assistance from the United States under the 
European Recovery Programme. The amount 
of these drawing rights appears to be inade- 
quate, however, to sustain the current level of 
Belgian exports, as indicated by the recent 
interruption of Belgium’s trade with France. 

Despite its heavy deficit with overseas 
countries, Italy developed a substantial surplus 
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of exports over imports in its post-war trade 
with Western European countries. This is 
attributable not so much to the size of its 
exports as to the low level of its imports from 
Western European countries, which in 1948 
made up only one-quarter of total Italian 
imports compared with one-half of the total 
before the war. These imports tended to 
decline during 1948 in response to the domestic 
deflation and business recession. Italy’s 
trading partners were unwilling to make gold 
or dollar payments to settle their deficits, 
particularly in view of the commodity com- 
position of italian exports, which include 
considerable amounts of less essential goods. 
Thus, Italian exports have also begun to fall 
off somewhat since the end of the year. 


Italian imports from the overseas Sterling 
Area also tended to decline after the monetary 
agreement with the United Kingdom at the 
end of November 1948, which brought the 
lire-sterling rate into line with the official 
dollar-sterling parity. Before the agreement, the 
low rate of exchange for the pound in Italy 
had stimulated imports from the Sterling 
Area, and the resulting pattern of trade had 
led to the establishment of drawing rights 
of $25 million by the United Kingdom in 
Italy’s favour under the O.E.E.C. Payments 
Scheme and to the concurrent release of 
another $45 million of Italian sterling balances 
to be used before the drawing rights. It 
appears that Italy did not use these resources 
as expected owing to the decline in its imports 
from the Sterling Area. 


Western European Debtor Countries 


France presented a paradoxical situation 
in its trade with other Western European 
countries in 1948. Following a substantial 
export surplus in 1947, it developed a deficit 
position far larger than its moderate surplus 
of imports from other European countries in 
1948 would suggest. France exhausted its 


holdings of sterling during the year, as pre- 


viously noted, and also certain new credits 
granted by other countries. Its drawing 
rights of $333 million under the О.Е.Е.С. 
Payments Scheme, the largest of any country, 


have already proved insufficient in some 
directions. In addition to its payments 
difficulties in Europe, its deficit with overseas 
countries is one of the largest of any European 
country. Yet the volume of total French 
exports at the end of 1948 had risen above 
the 1938 level and compared favourably 
with the performance of most other European 
countries. The explanation of the paradox 
would appear to lie largely in the changed 
distribution of French exports, more than 
40 per cent of which were absorbed by the 
French overseas territories in 1948 as against 
27 per cent in 1938.1 As a result, French 
exports to the overseas territories in 1948 
were almost 30 per cent greater in volume 
than in 1938, whereas imports from the 
overseas territories were some 40 per cent less 
than before the war. Among the factors 
contributing to the reorientation of French 
trade would appear to be the greater ease of 
exporting to the protected franc monetary 
area, the decrease in supplies available from 
the overseas territories, and capital transfers 
from France to the overseas territories, which 
naturally influenced the trade movements. 
Another part of the explanation of the 
French payments difficulties since the war 
lies in other types of capital movements, 
such as under-valuation of exports and over- 
valuation of imports, non-repatriation of 
the proceeds of exports, and diversion to the 
black markets of receipts from tourist expen- 
ditures and other invisible payments.’ 


1 These percentages are based on total French exports, 
including exports to other European countries. They 
are not, therefore, comparable with those in Table 76, 
which show French overseas exports only. 


2See Problémes économiques (Secrétariat général du 
Gouvernement) 9 November 1948, pp. 4-6, giving a 
summary of an article by M. Pierre Uri. “ Part of the 
external deficit is undoubtedly only apparent. So long 
as the rise in prices destroys confidence in the national 
currency, exporters will try to build up holdings in stable 
currency and the simplest way to do this is to under- 
value exports in their declarations to the authorities 
and leave the balance abroad. It is noteworthy that the 
average unit value of exports in 1947 was steadily 
falling while the index of wholesale prices was continuing 
to rise. And it is quite obvious that the foreign exchange 
brought in by tourists serves primarily to feed the 
black market without providing the means to pay for 
the most essential imports. . . It may be presumed 
that clandestine French holdings of foreign assets have 
increased considerably more than known French hold- 
ings of such assets have declined. ” 
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In its payments difficulties in Europe, the 
principal lines of strain experienced by France 
have been with the United Kingdom, Switzer- 
land and Belgium. Although France had a 
small surplus of exports to the United Kingdom 
in 1948, this was more than outweighed by 
the growing volume of French imports from 
the overseas Sterling Area during the year. 
The problem with Switzerland and Belgium 
was aggravated by the decline of French 
exports to those countries during 1948 in 
the face of growing competition. Payments 
for services and financial transfers added to 
the problem in each instance. To permit 
the continuation of its exports to France, 
after a standstill at the beginning of the year, 
Switzerland, in March 1948, granted special 
short-term credits of $9.5 million, which brought 
the French debit balance back under the 
agreed ceiling of $70 million. France’s financial 
difficulties with Belgium became even greater 
during 1948. At the beginning of the year, 
trade was virtually halted and was resumed 
only after France agreed to settle immediately 
in gold part of the debt which had accumulated 
over and above the agreed credit ceiling. 
The basic difficulty persisted, however, and 
at the close of the year trade again came to a 
standstill after France had practically ex- 
hausted the $30 million drawing rights granted 
by Belgium for the period up to the end of 
March 1949 under the O.E.E.C. Payments 
Scheme. 


Despite the acute character of France’s 
difficulties with its neighbouring countries in 
1948, the turn of the year brought some 
prospects of improvement. The strengthening 
of the internal financial situation and the 
downward movement of prices may be expected 
to increase incentives to export and to dis- 
courage the hoarding of gold and foreign 
exchange. 


As in the case of France, the principal 
payments difficulties of the Netherlands arose 
largely in its transactions with Belgium. 


‘It has been estimated that payments for Belgian 
workers employed in France and for the use of the port 
of Antwerp were at an annual rate of $60 million. 


Already in 1947 the Netherlands had found 
it necessary to transfer over $50 million in 
gold, dollars and sterling to Belgium and had 
also built up a guilder debit balance of the 
same magnitude which it owed to Belgium. In 
1948 the Netherlands’ deficit with Belgium on 
merchandise trade account became somewhat 
larger, although trade expanded in both 
directions. Further gold and dollar transfers 
were necessary in the first half of the year, 
although the Netherlands obtained some new 
credits from Belgium and also acquired $18.5 
million in Belgian frances from the International 
Bank and $6.75 million in Belgian frances from 
the International Monetary Fund. In the 
second half of the year, the Netherlands 
curtailed imports from Belgium and thereby 
alleviated the payments problem to some 
extent. The large drawing rights amounting 
in total to $72.5 million which were established 
by Belgium for the Netherlands under the 
O.E.E.C. Payments Scheme would appear to 
be sufficient to cover the current deficit and 
thereby to ease one of the principal lines of 
strain in Western European trade. 


Payments difficulties with Belgium were 
again of paramount importance in the case 
of Norway, and resulted in a number of trade 
interruptions during 1948. In 1947, Norway 
transferred sterling to Belgium’s account and 
subsequently purchased Belgian frances from 
the International Monetary Fund, but the 
reduction of imports from Belgium to one- 
half of the 1947 level was the chief factor 
in relieving the payments strain in 1948. 
Norway’s sterling receipts rose in 1948 partly 
because of the rise in its exports to the Sterling 
Area and partly because its shipping charges 
were being paid increasingly in sterling in 
place of the dollar payments which Norway 
had been able to demand during the earlier 
shipping shortage. This increase was, however, 
offset by larger purchases from the Sterling 
Area and by substantial payments to the 
United Kingdom as well as to Sweden for 
purchases under the shipbuilding programme. 
Thus, while the dollar position deteriorated, 
there was a further running-down of sterling 
balances. 
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The deterioration in Sweden’s payments 
position continued in early 1948, as the severe 
reduction of imports from dollar sources was 
accompanied by an increase in purchases from 
soit-currency countries, chiefly in the Sterling 
Area. In place of a surplus with both the 
United Kingdom and the overseas Sterling 
Area in 1947, Sweden developed a sterling 
deficit of almost $60 million in 1948, most of 
which was in trade with the United Kingdom. 
As in the case of France, a decrease of $50 
million in Sweden’s accumulated sterling 
balances largely covered the deficit. The 
agreement with the United Kingdom for the 
year 1949 foresees a closer balancing of trade ; 
Sweden is to grant fewer licences for imports 
from the Sterling Area and the United King- 
dom undertakes to increase considerably its 
purchases from Sweden. It was also agreed 
there should be some relaxation in sterling 
payments between Sweden and other countries 
within the sterling transferable accounts area. 


With Switzerland, Sweden had a chronic 
import surplus aggravated by substantial 
payments on invisible account. The agree- 
ment of April 1948, covering the following 
two years, provided for a strict balancing 
of payments between the two countries. The 
proceeds of Swedish exports were to be applied 
to the settlement of old debts as well as the 
current deficit on service transactions, and 
Swiss exports to Sweden were to be reduced 
by two-thirds, or from more than $100 million 
in the two years 1946-1947 to less than 
$40 million during the period covered by the 
new agreement. The agreement further pro- 
vided that a fixed part of Swiss exports would 
consist of essential goods and another part of 
less essential goods. 


Sweden’s payments position has recently 
tended to improve as imports fell off in 
response to the decline in inflationary pressure 
and the imposition of severe import restric- 
tions. Returns from exports were also larger 
in 1948, partly because of an increase in the 
quantity of exports and partly because export 
prices were, on the average, somewhat higher 
than in 1947, despite a downward tendency 
in recent months. 


The Western European Payments Scheme 


In spite of an overall rise of some 20 per cent 
(or 25 per cent measured in current values) 
in the volume of trade among Western 
European countries from 1947 to 1948, its 
development during the past year was, as the 
above analysis has shown, uneven and subject 
to serious payments difficulties. Several 
instances of severe cuts in trade have been 
noted. Perhaps the most significant of these 
was that embodied in the new trade agreement 
between Switzerland and Sweden, which repre- 
sented a complete departure from the former 
trade policies of the two countries and pro- 
vided a striking example of downward bilateral 
balancing. The reduction of Norwegian imports 
from Belgium was of a similar nature, while 
the complete suspension of French imports 
from Belgium at the end of the year provides 
an even more extreme example of the restric- 
tion of trade. 


In general, most Western European coun- 
tries achieved only a moderate increase in 
exports to other members of the group in 
1948 compared with 1947. As may be seen 
from Table 83, this was true with regard to 
exports from Denmark, France, Greece, 
Ireland, Italy, Norway, Portugal, Sweden, 
Switzerland and Turkey.! The increases in 
exports came primarily from three sources— 
the United Kingdom, Germany and the Nether- 
lands—which together accounted for 60 per 
cent of the total increase in exports in trade 
among Western European countries. Exports 
from these three countries rose by nearly 
50 per cent, measured in current values, while 
exports from all other Western European 
countries increased by only 16 per cent. 


The United Kingdom, Germany and the 
Netherlands likewise accounted for more than 
one-half of the increase on the import side 
in trade among Western European countries, 
the remainder being shared by France and 


1 The comparison of changes in trade in current prices 
is not invalidated by price changes. While on balance 
prices increased, especially in the case of the United 
Kingdom and the Scandinavian countries, there was 
some decrease in the export prices of some Continental 
European countries. 
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Table 83 
TRADE AMONG WESTERN EUROPEAN COUNTRIES ¢ 


Millions of dollars in current f.0.b. prices 


Country and year Imports | Exports | Country and year Imports Exports 
1938 1,020 663 1938 56 | 40 
United Kingdom 1947 1,075 1,295 Portugal . 1947 131 83 
1948 1,391 1,735 1948 180 79 
1938 10 14 1938 78 78 
Iceland . 1947 39 31 Turkey. . } 1947 114 98 
1948 35 49 1948 | 132 81 
1938 117 117 1938 214 300 
Treland . 1947 278 154 Denmark . 1947 308 362 
1948 342 173 1948 360 422 
1938 402 408 1938 276 317 
France . : 1947 631 712 Sweden. . } 1947 520 507 
1948 824 805 1948 639 638 
1938 411 367 1938 167 150 
Netherlands. . . 4 1947 577 450 Norway 1947 375 238 
1948 835 646 1948 391 263 
1938 363 453 1938 769 1,075 
Belgium-Luxemburg . | 1947 799 883 Germany . } 1947 265 395 
1948 905 1,003 1948 538 737 
1938 224 181 1938 95 90 
Switzerland . . 5 1947 531 368 Austria. . } 1947 75 59 
1948 527 394 1948 137 125 
1938 259 223 
Italy Ord : } 1947 271 394 1938 4,534 4,534 
о 314 459 Tovar . } 1947 | 6,076 6,076 
р 1948 7,665 7,665 
1938 73 58 
Greece . ; } 1947 87 47 
1948 115 56 


Source. — The figures are derived from Table XVI, where 
data are given in full country-by-country detail. 


а Ког purposes of this table and the accompanying text, 
Western Europe is defined as consisting of all countries 


most of the other countries in the group, 
with Switzerland and Norway as the prin- 
cipal exceptions. 

The payments situation during the year 
revealed serious weaknesses, except where it 
proved possible to expand trade bilaterally 
while maintaining a balanced payments posi- 
tion. Some settlements of adverse balances 
continued to be made in gold and dollars, 


participating in the O.E.E.C. Germany is treated in its 
entirety, however, as part of Western Europe since the greater 
part of its external trade is accounted for by Western Germany 
and since there are no satisfactory pre-war or post-war data 
on Germany’s external фга4е according to zones of occupation. 


but on a far smaller scale than in earlier post- 
war years because of the depletion of reserves. 
The rise in British exports to other Western 
European countries, together with increased 
purchases by Continental countries from the 
overseas Sterling Area was made possible by 
the previously accumulated sterling balances 
of Western European countries, which were 
being rapidly depleted. 
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Difficulties in maintaining the flow of trade 
led to the negotiation of the new О.Е.Е.С. 
Payments Scheme.! One of the two main 
features of the scheme was the undertaking 
given by all the signatory countries to permit 
regular monthly compensations, or mutual 
cancellations, of their bilateral credit and debit 
balances with each other in so far as equal 
reductions could be made in all of the balances 
involved in any particular compensation 
circuit. Under the agreement, the previous 
consent of the countries concerned was not 
required for these so-called “ first category ” 
compensations, which were to be executed by 
the Bank for International Settlements acting 
as agent. 


This phase of the plan represented a broaden- 
ing of the earlier compensation agreement 
concluded in late 1947 among a more limited 
number of countries, which was described in 
the last SurvEY.? Like the earlier plan, the 
new arrangement has not so far led to any 
substantial volume of compensation operations 
and for very much the same reason: that is, 
because one or more of the leading countries 
(France at present—the United Kingdom in 
the earlier instance) have been in an overall 
debtor position, while other countries (chiefly 
Belgium in both instances) have been in a 
creditor position all round, and the remaining 
countries in the plan have consequently had 
only limited possibilities of offsetting their 
claims against their liabilities. However, the 
growing importance of the trade of Western 
Germany, which is occupying an intermediate 
position with claims in some directions and 
liabilities in others, may increase the opportu- 
nities for compensation. 


The agreement also made provision for 
“ second-category ” compensations, although 
only with the previous consent of the parties 
directly concerned in each transaction. <A 
“ second-category ” compensation would be, 
for example, one where a debtor country (A) 
would transfer to its creditor (B) balances 
held in the currency of a third country (C), 


1“ Agreement for Intra-European Payments and 
Compensations ”, O.E.E.C., Paris 1948. 


2 See op. cit., pp. 99-100. 


thus decreasing A’s debt to B and A’s claim 
on C, but increasing B’s claim on C. If com- 
pensations of this nature were automatic and 
obligatory, there would, in fact, be full trans- 
ferability among the currencies of all the par- 
ticipating countries. Under existing conditions, 
the result of such compensations would, how- 
ever, be to concentrate all of the now scattered 
credit and debit balances into a few main 
lines between the overall creditor and the 
overall debtor countries. That is, since a 
number of countries owe substantial debts 
to Belgium and have their principal claims on 
France, they would tend to reduce their 
obligations to Belgium by settlement in French 
francs. Thus, many existing credit and debit 
balances would be reduced or eliminated 
altogether, while Belgium’s claims, now spread 
among a number of countries, would be con- 
centrated in French francs. Neither the prin- 
cipal creditor nor the principal debtor coun- 
tries have been prepared, at this stage, to 
commit themselves in advance to an automatic 
system that would produce results of this 
nature ; hence, only first category compensa- 
tions, where an all-round reduction of indeb- 
tedness could be effected, were made obliga- 
tory under the agreements, while it has proved 
impossible so far to obtain agreement of all 
the parties concerned to carry out a second 
category compensation. 


The second principal feature in the Payments 
Scheme, and one which has had more effect 
on the volume of trade than the compensation 
arrangements, was the establishment of draw- 
ing rights which, while specifically bilateral 
in character, were designed to deal with the 
problem of overall creditor and debtor 
countries. By linking these drawing rights 
to a portion of the United States dollar aid 
(the so-called “ conditional aid ”), this scheme 
induced creditor countries to make grants 
to their debtors and enabled the debtors to 
maintain the level of their imports. The 
Payments Scheme itself may be regarded as 
a necessary redistribution of dollar aid to 
pring it more into conformity with the overall 
balance of payments deficits of the individual 
countries rather than their deficits with the 
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dollar area alone, which in some instances 
are smaller and in other instances greater 
than the overall deficits. 


These drawing rights, covering 62 separate 
bilateral relationships where a significant gap 
was expected, amounted to $810 million for 
the year ending 30 June 1949. Since the whole 
approach was in terms of each country’s 
separate bilateral relationship with each other 
country, the result was that a given country 
might be the granter of a drawing right in 
one direction and the beneficiary in another. 
Thus, the Bizone of Germany granted drawing 
rights of $108.8 million and received $98.6 
million. France, as was already mentioned, 
was the largest beneficiary with total drawing 
rights of $333 million, while the United 
Kingdom and Belgium-Luxemburg extended 
the largest drawing rights, amounting to 
$312 million and $218.5 million respectively. 


The relative importance of the funds made 
available through these drawing rights in 
bridging the gaps in bilateral trading relation- 
ships is indicated by the fact that total 
drawings during the last quarter of 1948 
amounted to almost $200 million, or roughly 
10 per cent of the gross volume of trade 
among Western European countries in that 
period. By the end of February 1949, total 
drawings had risen to $348 million. 


The operation of the system through sepa- 
rate bilateral drawing rights has revealed 
serious defects which may lead to modifica- 
tions when the Payments Scheme is reviewed 
in mid-1949 at the end of its first year of 
operation. These defects relate in part to 
the initial difficulties of establishing, through 
an elaborate and difficult bilateral bargaining 
procedure, forecasts of surpluses and deficits 
acceptable to each of the two parties in every 
relationship and in reasonable conformity 
with the probable or desirable pattern of 
trade. 


In some instances—for example, the drawing 
rights established by the United Kingdom 
in favour of France, and by Belgium in favour 
of the Netherlands—the forecasts have ap- 
peared to correspond reasonably closely to the 


bilateral gaps which they were intended to 
finance. Some drawing rights, however, 
were clearly inadequate from the beginning 
and were quickly exhausted—for instance, 
the British and French drawing rights on 
Belgium. At the other extreme, 31 of the 
drawing rights had not been used at all up 
to the end of 1948, including those of Austria, 
Italy and the Bizone against the United 
Kingdom, and those of Greece and the Bizone 
against Turkey. In still other instances, 
trade has been made to correspond to the 
drawing rights instead of the drawing rights 
corresponding to trade... A striking case is 
that of trade between Belgium and Greece, 
which was almost non-existent in 1948. The 
new trade agreement between the two coun- 
tries, covering the first half of 1949, provided 
for Belgian exports of $14.5 million and 
Greek exports of $1.5 million, which fitted 
exactly the drawing rights of $13 million 
established by Belgium. Recent trade agre- 
ements of the United Kingdom and Bel- 
gium with the Bizone also appear to be 
designed, by changing the Bizone’s export 
surplus into an import surplus, to permit 
the use of drawing rights established in its 
favour. 

Other generally recognized and more basic 
criticisms of the Payments Scheme concern 
the lack of flexibility and the lack of incentives. 
The lack of flexibility resides in the fact that 
drawing rights received by a debtor can 
normally be exercised only against the parti- 
cular creditor country which made the grant 
and cannot be shifted by the recipient for 
use against some other country. Transferable 
drawing rights would, however, raise the 
same difficulty for the creditors as “second 
category ” compensations ; there is the risk, 
for instance, that a drawing right granted 
by the United Kingdom would be used, if 
it were transferable, to finance purchases 
from Belgium, thereby increasing Belgium’s 
holdings of sterling and tending to require 
a gold settlement by the United Kingdom. 
The disadvantage in non-transferability of 
drawing rights, on the other hand, is that 
the creditors are under no competitive pressure 
to satisfy the import requirements of bene- 
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ficiary countries, while the latter tend to lose 
bargaining power and the freedom to make 
their purchases in the markets offering the 
goods they require on the most advantageous 
terms. 

The lack of incentives lies in the difficulty 
of reconciling two aims which tend to be 
contradictory. The ultimate aim may be 
taken to be the expansion of trade among 
the participants in a self-sustaining pattern 
free from the need for extraordinary support. 
The immediate aim may be taken to be the 
provision of the support necessary to avoid 
any serious disturbance to the present flow 
of trade. Since, however, recipients of drawing 
rights do not receive any compensating benefits 
if they succeed in bringing their exports into 
line with their imports and thus render the 


use of the drawing rights unnecessary, the 
present plan appears to be biased towards 
the maintenance of disequilibrium. It remains 
to be seen whether the Payments Scheme can 
be revised in such a way as both to prevent 
any disruption of trade as a result of too 
drastic readjustments of import and export 
levels and yet to provide incentives which are 
strong enough to effect the readjustments 
which are necessary if a workable trade 
pattern is to be evolved. This is essentially 
the same problem as that facing the entire 
European Recovery Programme or, for that 
matter, any other programme which may be 
designed both to provide aid to cover a gap 
between receipts and expenditures and yet 
provide the inducement necessary to bring 
receipts and expenditures into balance. 


3. TRADE AND PAYMENTS RELATIONS IN EASTERN EUROPE 


As was shown in Table 82, trade among the 
Eastern European countries (including in the 
present analysis the U.S.S.R. as well as 
Bulgaria, Czechoslovakia, Hungary, Poland, 
Rumania and Yugoslavia) was almost twice 
as large in volume in 1948 as in 1947 and was 
about three times as large as before the war. 
The increase in current values given in Table 84 
was, of course, very much larger because of 
the increase in prices. The expansion of trade 
between the Soviet Union and other Еавбеги 
European countries was the chief element in 
the increase. Among the six smaller Eastern 
European countries, excluding the U.8.8.B., 
the volume of trade in 1948 was approximately 
25 per cent greater than in 1938, whereas 
exports from these countries to the U.S.S.R. 
were about ten times greater and their imports 
from the U.S.S.R. about twenty-five times 
greater in volume than before the war. In 
most instances, however, the pre-war trade 
of the U.S.S.R. with these countries was 
negligible, and the increases in percentage 
terms are therefore less significant than the 
rise in absolute volume. 

The intensification and the growth of trade 


among the Eastern European group of coun- 
tries is reflected in the fact that it now makes 


up roughly 50 per cent of the total foreign 
trade of these countries compared with only 
20 per cent before the war. Nevertheless, the 
trade of the other members of the group 
with the U.S.S.R. has not yet risen to a volume 
as large as their pre-war trade with Germany, 
as shown by the estimates in Table 46 of 
Chapter 4 and Table XVI (in the pocket at 
the end of this volume).! 

The commodity composition of the post- 
war trade of the smaller Eastern European 
countries with the U.S.S.R. is, however, 
markedly different from that of their pre-war 
trade with Germany. Whereas Germany 
was formerly one of the chief importers of 
the foodstuffs and raw materials produced 
in the region, and a large-scale supplier of 
manufactures, the trade of the U.S.S.R. with 
other Eastern European countries has included 
both manufactured goods and primary pro- 
ducts in exports as well as imports. Thus, 

1 According to these estimates, expressed in constant 
1938 prices, the imports of the six Eastern European 
countries from Germany amounted to $236 million in 
1938 compared with $169 million of imports from the 
U.S.8.R. in 1948. The exports of the six Eastern 
European countries to Germany in 1938 amounted to 
$254 million compared with $128 million of exports to 
the U.S.S8.R. in 1948. The 1948 figures are, however, 


incomplete because of the lack of data on trade between 
Yugoslavia and the U.S.S.R. 
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Table 84 


TRADE AMONG EASTERN EUROPEAN COUNTRIES 
Millions of dollars in current }.0.Ъ. prices 


ны wt Importing nea к Vaso : т 
> country eee Poland | Rumania | Hungary | заб» | Bulgaria | U.S.S.R OTAL 
Exporting country 
1938 7 19 9 23 2 12 72 
Czechoslovakia . . .‘ 1947 10 8 16 35 13 29 111 
[ 1948 53 24 22 52 15 120 286 
1938 8 2 2 1 3 2 18 
Poland ta acer ee 1947 14 1 + 6 3 70 98 
1948 40 a 4 22 6 97 176 
1938 15 2 8 2 i — 28 
mM, о бо 1947 5 1 3 1 2 17а 29 
1948 27 5 4 — 2 15а 53 
1938 6 1 5 5 2 а ag 
Hunvary ieee 1947 11 4 2 7 1 1 
sel 1948 20 4 2 13 1 23 63 
1938 9 2 1 5 — — 17 
Марон аула. eee 1947 25 + 1 11 3 44 
1948 44 27 — 24 ба 100 
1938 3 3 — 1 — — 7 
Bulgarian бобов 1947 16 a 1 1 4 44 73 
1948 12 8 ‚ — 1 104 40а 71 
1938 4 3 — = — — 7 
WUSiSt Rees fa) <br 1947 25 79 30 15 43 192 
1948 117 114 304 24 704 355 
1938 45 18 27 25 31 8 14 168 
ИНОМ 5 & 1947 96 105 43 50 53 65 173 585 
1948 260 211 63 79 97 99 295 1,104 
Source. — The figures are derived from Table XVI. a Estimate. 


the Soviet Union has not only supplied capital 
equipment such as tractors and machinery, 
but also raw materials such as cotton, iron 
ore, manganese and chemicals and, particu- 
larly to Czechoslovakia, grain. On the other 
hand, imports into the U.S.S8.R. have consisted 
to a considerable extent of manufactures, 
though these have varied according to the 
stage of industrial development of the country 
of origin. For instance, manufactured goods 
have been exported by Hungary and Poland 
to the U.S.S.R. Under the agreement of 
October 1948 with Czechoslovakia, 72 per cent 
of Czech exports to the U.S.S.R. are to consist 
of light manufactures, mainly consumers’ 


goods, 23 per cent of heavy industrial equip- 
ment and 5 per cent of agricultural products. 
Another important element in trade between 
the U.S.S.R. and some of the other Eastern 
European countries has been the exchange 
of textile raw materials from the U.S.S.R. 
against finished textiles manufactured from 
these raw materials in the other countries. 
Trade among the other Eastern European 
countries, excluding the U.S8.S.R., has, on the 
whole, remained relatively small, although 
considerably higher in some instances than 
before the war. As far as may be judged 
from Table 84, after allowing for the higher 
level of post-war prices, the principal increases 
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would appear to have been in trade between 
Poland and Czechoslovakia (which has ex- 
panded under the terms of the far-reaching 
economic agreement of July 1947 for the 
co-ordinated economic development of the 
two countries), and in Czechoslovakia’s trade 
with some of the other Eastern European 
countries. Czechoslovakia is principally an 
importer of foodstuffs and an exporter of 
manufactured goods, although, in its trade 
with Hungary, manufactures and raw materials 
make up roughly comparable proportions of 
the trade in both directions. In turn, Hungary’s 
imports from other Eastern European coun- 
tries consist mainly of raw materials required 
for its industry. 


According to the long-term trade agreements 
between the Soviet Union and other Eastern 
European countries, the expansion of trade 
which took place from 1947 to 1948 is to be 
continued in 1949. Thus, the trade of the 
U.S.S8.R. with Poland is scheduled to rise 
by some 35 per cent, that with Czechoslovakia 
by more than 45 per cent, while trade with 
Rumania is to be more than doubled and that 
with Hungary to be trebled. Trade between 
the U.S.S.R. and Yugoslavia, on the other 
hand, is to be curtailed to only one-eighth 
of the 1948 value. In general, trade agreements 
among other Eastern European countries, with 
the exception of these concluded with Yugo- 
slavia, also provide for substantial increases 
of trade in 1949. 


As Table 84 shows, most of the trade among 
Eastern European countries has been marked 
by fairly close bilateral balancing. In general, 
the agreements appear to aim at a bilateral 
balance each year, with some latitude provided 


by reciprocal credit margins. There are, 
however, notable exceptions; for example, 
the agreement between Czechoslovakia and 
Poland, although foreseeing a bilateral balance ` 
over the five-year period as a whole, does not 
provide for an immediate equality between 
exports and imports. The U.S.S.R., apart from 
its agreements for the reciprocal exchange 
of commodities with other Eastern European 
countries, has granted some credits for long- 
term deliveries of specific products. Thus, 
under the 1948 agreement, Poland was granted 
a credit of $450 million to finance the supply 
of a complete steel plant and other industrial 
equipment in future years. Czechoslovakia 
is also reported to have obtained, under the 
agreement of December 1948, a commodity 
credit as well as a loan in free currencies of 
unspecified amounts. 


There is some indication that the future 
development of trade among Hastern European 
countries may permit greater flexibility. One 
of the aims of the Council for Mutual Economic 
Assistance, established in January 1949, is 
stated to be the development of multilateral 
exchanges among the member countries. 


There are also some instances of triangular 
deals with the outside world, chiefly with the 
U.S.S.R. acting as intermediary on both the 
buying and the selling side. For instance, 
the U.S.S.R. has imported cotton from Egypt 
and wool from the Sterling Area, a part of 
which was for the use of other Eastern 
European countries. The U.S.S.R. is also 
reported to have bought goods from its 
neighbours for export to Western European 
countries. 


4. TRADE AND PAYMENTS RELATIONS BETWEEN EASTERN AND WESTERN EUROPEAN 
COUNTRIES 


The low level of trade between Eastern and 


` Western Europe since the war has been due 


largely to the incomplete recovery of agri- 
cultural production in Eastern Europe and the 
resulting limitations on the amount of goods 
available for export. Exports from Western 


European countries have similarly been limited 
both by the general shortage of capital equip- 
ment and other essential goods desired by 
Eastern European countries, and by the 
absence of any considerable credit or other 
means of financing a volume of exports from 
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Western Europe appreciably greater than that 
which could be counter-balanced by deliveries 
from Eastern European countries. Trade 
between the two areas in 1947 was thus very 
small with only a minor surplus of exports 
from Western Europe. During 1948 some 
further recovery in production in Eastern 
Europe created more favourable conditions 
for an expansion of trade, although the 
overall volume (including trade moving in 
both directions) was still only 42 per cent of 
pre-war. 


The main movements of trade, measured in 
1938 prices, are shown in Table 85. It will 
be noted that Western European exports to 
Eastern Europe increased only moderately in 
1948 (declining, in fact, in the case of exports 
to the U.S.S.R.) while exports from Eastern 
to Western Europe rose appreciably but were 
still only about 40 per cent of the pre-war 
level. 


The recovery of exports from Eastern to 
Western Europe in 1948 was sufficient to restore 
the traditional surplus in favour of Eastern 
European countries, as indicated by Table 86. 
It should be noted that the figures in this 
table are given in current prices and also 
include a slightly different country compo- 
sition (notably with regard to Finland) which 


impairs comparability with Table 85.1 Table 
86 also shows that Czechoslovakia, Poland, 
Finland and the U.S.S.R. are Western Europe’s 
main trading partners in Eastern Europe. 
The United Kingdom takes the largest share 
of Eastern European exports and is also the 
most important source of supply, the remainder 
of the trade being widely spread among a 
number of Western European countries. The 
increase in trade from 1947 to 1948 was 
fairly general but not without important excep- 
tions. Czechoslovakia’s trade with Western 
Europe, both exports and imports, declined 
appreciably, while exports from the United 
Kingdom to Eastern Europe were no greater 
in current prices, and hence less in volume, 
in 1948 than in 1947. Compared with pre-war, 
Sweden, Norway and Denmark stand out 
because of the large increases in their Eastern 
European trade, while Germany is the prin- 
cipal country whose trade with Eastern Europe 
has declined. 


+ 1% has been impossible to be completely consistent 
in the country composition of the various trade tables. 
The volume figures given in Table 85 above are derived 
from Table 46 in Chapter 4, where Finland is grouped 
with the other Scandinavian countries. It is also to be 
noted that the whole of Germany has been treated 
throughout this chapter as a part of Western Europe, 
the greater part of its trade being accounted for by the 
western part of Germany and there being no separate sta- 
tistics, either pre-war or post-war, for Eastern Germany. 


Table 85 


TRADE BETWEEN EASTERN AND WESTERN EUROPE < 
Millions of dollars in 1938 f.0.b. prices 


Index Index 
Trade movements 1938 1947 numbers 1948 numbers 
(1938= 100) (1938 =100) 
Exports from Western Europe to Eastern Europe : 
ORUNOR WES Ss esr nc a Regen st tees uel an tes 181 63 35 57 31 
To other Eastern European countries : 539 226 42 255 47 
ТОТ Е сле. ав. ПАРНЫХ 720 289 40 312 43 
Exports from Eastern Europe to Western Europe : 
Bromsthe U.S.SiRasae i 74k od Ree. Bae 284 48 17 107 38 
From other Eastern European countries 747 229 31 312 42 
TOTAL Ys, о. их мои. 1,031 277 27 419 41 


Source. — The figures are derived from Table 46. 


а Western Europe includes countries in Groups I to У, and Eastern Europe includes countries in Groups VI and 


VII of Table 46. 
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Table 86 


TRADE BETWEEN EASTERN EUROPEAN AND WESTERN EUROPEAN COUNTRIES 
Millions of dollars in current f.0.b. prices 


I. TRADE OF EASTERN EUROPEAN COUNTRIES II. TRADE OF WESTERN EUROPEAN COUNTRIES 4 
WITH WESTERN EUROPE WITH EASTERN EvurRoPeE (continued) 
Country and year ariel Imports | Exports Country and year | Imports | Exports 
1938 135 194 
Czechoslovakia 1947 253 346 1938 61 39 
1948 239 301 Netherlands . 1947 78 49 
1948 120 79 
1938 135 167 
Poland . 1947 141 133 1938 59 48 
1948 177 294 Belgium-Luxemburg . } 1947 68 64 
1948 94 94 
1938 87 106 
eh ее и т we | 
Switzerland . } 1947 90 65 
1938 71 111 as u ef 
Hungary . 1947 31 37 
1948 49 66 1938 61 49 
Italy . . } 1947 68 43 
1938 75 100 1948 66 75 
Yugoslavia . 1947 58 45 
1948 86 87 1938 21 13 
ВЕ а обо ИВ с 1947 69 90 
1938 35 52 1948 91 78 
Bulgaria } 1947 6 12 
1948 10 14 1938 43 52 
1938 114 152 Sweden|. ее. 1947 119 85 
1948 149 109 
Finland. > 1947 163 206 
1948 246 252 
1938 15 , 9 
Union of Soviet Socia- ( 1938 175 270 Norway 1947 - re 
list Republics . “4 1947 104 91 1948 
1948 107 234 
1938 334 317 
Germany ? 1947 31 31 
1938 827 1,152 1948 75 67 
TOTAL . 1947 768 874 
1948 930 1,275 1938 101 56 
= Austria. . 1947 41 17 
1948 75 42 
II. ТвлоЕ OF WESTERN EUROPEAN COUNTRIES 4 
bh age Other Western Euro- 1938 49 26 
Е А ee | pean countries®. . 1947 43 45 
36 
1938 315 135 hey ae 
United Kingdom 1947 180 184 
1948 331 184 
1938 1,152 827 
1938 a se ToraL . . 1947 874 768 
France . 1947 53 at 1948 | 1,275 930 
1948 92 51 
— Table XVI, where for by Western Germany and since there are no satisfactory 
р he а ot eal ee cay И a fee or post-war data on Germany’s external trade 


according to zones of occupation. 


a Excluding Spain. 
b Ореньду’ в абы in its entirety as part of Western с Ireland, Iceland, Portugal, Greece and Turkey. 


Europe since the greater part of its external trade is accounted 
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The Commodity Composition of East-West Trade 


The main commodities accounting for the 
fall in East-West trade since the war are 
shown in Tables 87 and 88; the first shows 
the available data on trade between Western 
European countries and the smaller Eastern 
European countries (Bulgaria, Czechoslovakia, 
Finland, Hungary, Poland, Rumania and 
Yugoslavia) and the second shows trade 
between Western European countries and the 
0.5.5.В. The information at present available 
does not make it possible to carry the estimates 
beyond 1947 (and even the information for 
1947 does not cover trade between Germany 
and the U.S.S.R.), although some indication 
can be given of the main trends during 1948. 


Heavy industrial products accounted for 
most of the decline in exports from Western 
European countries in 1947 compared with 
1938. This was largely a result of the virtual 
disappearance of exports from Germany, which 
was the largest single supplier of industrial 
products to Eastern Europe before the war. 
The decline in machinery, iron and steel, and 
instruments and apparatus was particularly 
severe. In some of the heavy industrial items, 
Western European countries other than Ger- 
many sent larger exports to Eastern Europe 
than before the war, but in general these 
countries fell far short of replacing Germany 
as a source of supply for Eastern European 
countries. Exports of light industrial pro- 
ducts, notably textiles, were also very much 
smaller than before the war, presumably 
reflecting not only shortages of supply but also 
the limited supply of foreign exchange available 
to Eastern European countries for purchases 
of this nature. On the other hand, exports of 
agricultural produce from Western Europe, of 
which Germany was not a traditional supplier, 
were much nearer to the pre-war volume, but 
the amount involved was small in relation 
to other major products entering into the 
trade. 


The decline in the flow of trade from Eastern 
to Western Europe was even sharper than the 
fall in the movement of trade from West to 
East. Exports of foodstuffs (including bever- 
ages and tobacco) in 1947 were less than 10 per 


cent of the 1938 volume, the principal pre-war 
exports such as cereals, and meat and dairy 
products having all but disappeared from the 
trade. Exports of raw materials and indus- 
trial products from Eastern Europe were also 
severely depressed, although the relative de- 
cline since 1938 was less than in foodstuffs. 
Total supplies of timber from ali Eastern 
European countries including the U.S.S.R. 
were little more than one-quarter of the 1938 
volume, and those of petroleum were less than 
one-fifth of pre-war. Coal deliveries in 1947 
showed a substantially higher rate of recovery 
at about 70 per cent of the pre-war volume, 
although this may be primarily explained by 
the post-war shift in the German-Polish fron- 
tier. The relatively high level of exports of 
iron and steel manufactures and of machinery 
and vehicles is accounted for chiefly by 
Czechoslovakia, whose industry suffered rela- 
tively little damage during the war. 

As regards developments in 1948, it appears 
from the limited data available that the most 
significant changes were increased deliveries 
of grain, timber and coal from Eastern to 
Western European countries. 


Most of the increase in grain exports came 
from the Soviet Union, although the French 
statistics indicate some increase in imports 
from other Eastern European countries as well. 
Expressed in current prices and hence reflecting 
price changes, grain exports from the U.S.S.R. to 
Western European countries may be placed 
at approximately $54 million in 1938, $9 mil- 
lion in 1947, and $140 million in 1948. The 
corresponding quantities delivered by the 
U.S.S.R. were 1.6 million metric tons in 1938 
and about 1.1 million metric tons in 1948.1 


1 To this figure should be added some 90,000 metric tons 
representing the difference between the figure of 680,000 
tons given in the Trade and Navigation Accounts of 
the United Kingdom and that quoted by the President 
of the Board of Trade in a speech of 7 February 1949, 
of 770,000 tons delivered by the U.S.S.R. under the 
agreement of December 1947, covering the year 1948. 
Part of the difference consists of 34,000 tons which 
have been delivered directly to other countries on the 
United Kingdom’s account and have therefore not been 
recorded in British import statistics. The remaining 
difference is due to shipments of coarse grain under 
the agreement, which were loaded in Rumanian ports 


and therefore appear under the heading of imports 


“cs 


from “ other foreign countries ” in the import statistics. 
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Increased deliveries of other foodstuffs were 
also made by Eastern Europe in 1948 compared 
with 1947, particularly to the United Kingdom. 
These included larger quantities of meat and 
dairy products, chiefly from Poland, and of 
fruit and vegetables from Hungary. France 
and Italy also made larger purchases of 
tobacco from Eastern Europe. In the raw- 
materials group, most Western European coun- 
tries appear to have had larger quantities 
of timber from Eastern Europe, and coal 
deliveries from Poland increased from 8.2 
million tons in 1947 to 12.2 millions in 1948. 

The relatively small recovery in total exports 
from Western Europe to Eastern Europe 
between 1947 and 1948 appears to be largely 
caused by the fact that several major cate- 
gories of British exports ceased to increase 
or definitely declined. Exports of iron and 
steel from the United Kingdom to Eastern 
Europe increased only slightly, a large fall 
in exports to Ozechoslovakia offsetting in- 
creases in exports to some of the other Eastern 
European countries. Machinery exports from 
the United Kingdom were only about half 
as large in 1948 as in 1947, chiefly because 
of a fall in exports to the U.S.S.R. and to 
Yugoslavia. On the other hand, all other 
Western European countries for which figures 
are available appear to have increased their 
machinery exports to Eastern Europe during 
the year. 


Eastern Europe’s Trade Surplus: 


As a result of the expansion of its exports, 
Eastern Europe in 1948 had a surplus of 
$350 million in its trade with Western Europe. 
Further details of the payments relations of 
Eastern and Western Europe are given in 
Table 73, Chapter 6, which shows separately 
consolidated balance of payments estimates 
for the members of the О.Е.Е.С. and for 
other European countries.1 The surplus funds 
derived by Eastern Europe from merchandise 


1]4% should be noted, however, that the estimates 
refer not to the group of Eastern European countries 
alone but cover all European countries not participat- 
ing in the O.E.E.C. and are rounded to the nearest 
hundred million dollars because of their approximate 
nature. 


trade appear to have been used in several 
different ways. In the first place, Eastern 
European countries have certain invisible 
payments to meet in Western Europe. Trans- 
port and transit were probably the most 
important items in 1948, although there were 
also some payments for old debts as well 
as in compensation for nationalized property. 


Secondly, it appears that Eastern European 
countries were able to place larger orders for 
capital equipment in 1948 than in earlier 
years, the delivery of which will only take 
place in 1949 or later and will be reflected 
in Eastern European imports at that time. 
In addition, some balances are held in Western 
Europe by Eastern European countries which 
may be used subsequently for the placing 
of new orders. This would seem to apply, 
for instance, to balances in Belgium belonging 
to the U.S.S.R. and Hungary, for which no 
settlement has been requested. 


The most important way in which Eastern 
European countries have used the proceeds 
of their export surplus has, however, been 
to pay for their substantial excess of imports 
from overseas countries, particularly from 
the Sterling Area. This was made possible 
by the fact that part of the deficit of Western 
European countries with Eastern Europe was 
settled in sterling or, in some instances, in 
free currencies. The British import surplus 
was the biggest single source of sterling to 
Eastern Europe, although Sweden also settled 
its surplus of imports from Poland in sterling, 
and other Western European countries have 
made some dollar or gold payments against 
deliveries of coal and other scarce commodities 
from Eastern Europe. 


The use of these funds for purchases outside 
Europe appears to reflect the urgent demand 
of Eastern European countries for wool, rubber, 
cotton and other raw materials from overseas, 
and it may in turn be a partial explanation 
of the decline in British exports to Eastern 
Europe which was noted earlier. The most 
important example of this increase in Eastern 
Europe’s overseas imports is provided by the 
U.S.S.R., which is estimated to have made 
purchases in the overseas Sterling Area and 
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Tabi 


THE COMMODITY COMPOSITION OF TRADE BETWEEN WESTERN EUROPEA! 


Millions of dolla, 


Exports FROM WESTERN TO EASTERN COUNTRIES 
From other countries 


in Europe ’”’ prepared by the Economic €ommission for Europe and released 28 August 1948. 


Моте. — Western European countries include Austria, Belgium- 
Ireland, Italy, Netherlands, Norway, Portugal, Sweden, 
include Bulgaria, Czechoslovakia, Finland, Hungary, 


Luxemburg, Denmark, France, 
Switzerland and the United Kingdom. Eastern 
Poland, Rumania and Yugoslavia. 


Germany, Iceland, 
European countries 


г From Germany а of Western Europe Total 
1947 cent | 1938 1947 cent 
= of 1938 of 1938 | of 1938 
I. Food, beverages and tobacco : > 
Live ава... -- — — — 7 = = = 
Animal products for food : 
Mestre. к — — — 
Dairy products ......... — — — Ст 14 200 7 14 200 
реак — — — 
От ее ма — — — 
Cereals and products ........ — — — Я 2 29 7 2 29 
Seeds for sowing ..... See С — — — 1 1 100 1 1 100 
Vegetable and animal fats and oils . . 1 — — 9 5 56 10 5 50 
Vegetables and plants. ....... — — — 6 3 50 6 3 50 
Ета со ь. о — — — 13 5 38 13 5 38° 
Beverages (including wines) ..... 1 — — 6 2 33 7 2 29 
Sugar and preparations ....... — — — — — — -- — = 
Tobacco and manufactures ..... -- — — 2 — — 2 = — 
Total:Group le. 3 oo es oe 2 — — 
II. Raw materials and products of light indus- 
tries: 
Hides, skins and leather manufactures 9 — -— 14 3 23 3 13 
Other animal products. ....... 3 — — 10 ll 13 ll 85 
Wood and manufactures 1 — — 4 1 5 1 20° 
Pulprand papers зв. ен AS 6 == — 9 4 15 4 27. 
Rubber and manufactures . 3 — — 6 2 9 2 22 
Textiles and manufactures. . . 26 — — 79 35 105 35 38 
Stones, clay and china. .... 5 —- — 4 3 9 3 33 
Glass and manufactures. ...... 3 — — 1 1 4 1 25 
Other items 17 3 18 23 25 40 28 70 
otal, Group dls: оли Seater. 73 3 4 150 85 223 88 39. 
ПТ. Raw materials and products of mining and | 
heavy industries : . 
Coabandscoke вает cree 13 — — 8 2 25 21 2 10. 
Mineral oil and products 1 — — 1 — — 2 — — 
Other minerals ..... ний 1 — — 12 25 208 13 25 192 
Iron and steel and manufactures 43 -— — 47 30 64 90 30 33 
Other metals and manufactures. ... 10 — —= 27 9 33 37 9 24 
Machinery... = ssa ame ee о. 68 — — 47 38 81 115 38 33 _ 
Vehicles (including ships) 19 —- — 19 22 116 38 22 58 _ 
Instruments and apparatus ..... и — — 10 6 60 21 6 29 
Chemicals (including fertilizers), drugs 
and Че cus ан асы xe .| 36 4 11 24 32 133 60 36 60° 
Тов Стоар ТИ. “acid he 202 4 2 | 195 | 164 84 | 397 | 168 42 
TOTAL ALL COMMODITIES 277 10а 4 396 288 73 673 298 а 44 _ 
Source. — The figures have been taken from “ Potentialities for Increased Trade and Accelerated Industrial Development 


ы 
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' EASTERN EUROPEAN COUNTRIES, EXCLUDING THE 0.8.3.8. 
38 f.0.b. prices 


Exports FROM EASTERN TO WESTERN COUNTRIES 


To other countri 
a Germany, ¢ of Western Rarope Total 
1947 as =] 1047 ая Seay 
38 1947 | per cent| 1938 1947 | per cent| 1938 1947 = 
t 
of 1938 of 1938 of 1938 
J = I. Food, beverages and tobacco : 
. т 25 > oo 50 — — Live animals 
| Animal products for food : 
a — — ¥ 4 17 4 il Meat 
a a ae в: 1 — —- Dairy products 
; к = | 14 0.4 3 23 0.4 2 Eggs 
: = Е 1 ae = 1 == — Other 
- — — 51 2 & 97 2 2 Cereals and products 
b == — 5 1 20 12 1 8 Seeds for sowing 
т — 1 0.3 30 7 0.3 é Vegetable and animal fats and oils 
= 13 16 10 63 24 11 46 Vegetables and plants 
== + 0.3 8 20 0.3 2 Fruit and nuts 
_ a — i 2 200 3 2 67 Beverages (including wines) 
“4 == = 2 5 250 2 5 250 Sugar and preparations 
м — a 4 1 25 21 1 5 Tobacco and manufactures 
м 1 р. 165 26 16 315 27 9 Total Group I 
II. Raw materials and products of light indus- 
tries : 
т — -- 19 3 16 26 3 12 Hides, skins and leather manufactures 
т] — — 4 3 75 11 3 27 Other animal products 
и — — 95 55 58 136 55 40 Wood and manufactures 
В —- — 50 36 72 56 36 64 Pulp and paper 
— — — 2 2 100 2 2 100 Rubber and manufactures 
5 — — 49 19 39 64 19 30 Textiles and manufactures 
и — — 8 5 63 9 5 56 Stones, clay and china 
2 — — 9 9 100 и 9 82 Glass and manufactures 
5 2 40 25 15 60 30 ти 57 Other items 
Е ._ в. ВРС А 8 ев oc. а У В ea 
4 2 2 261 147 56 | 345 149 43 Total Group II 
ТП. Raw materials and products of mining and 
heavy industries : 
8 5 63 44 31 70 52 36 69 Coal and coke 
— — 28 7 25 41 7 17 Mineral oil and products 
4 — — 5 1 20 9 1 п Other minerals 
5 — — 23 24 104 28 24 86 Iron and steel and manufactures 
'8 — — 6 i 117 14 7 50 Other metals and manufactures 
6 — — 9 15 167 15 15 100 Machinery 
— — — 2 5 250 2 5 250 Vehicles (including ships) 
— — — 2 2 100 2 2 100 Instruments and apparatus 
Chemicals (including fertilizers), drugs 
5 — — 12 8 67 17 8 47 and dyes 
LQ 5 10 131 100 76 180 105 58 Total Group III 
:3 a 3 | 557 273 49 840 281 а 33 ToTAL ALL COMMODITIES 
| 


are available only for the trade of Czechoslovakia and Poland with Germany. 
additional $8 million for shipments to other Eastern European countries 
. No corresponding adjustment has been made in total imports into 
jes other than Czechoslovakia and Poland were negligible in 1947. 
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Table 88 


THE COMMODITY COMPOSITION OF TRADE BETWEEN 
WESTERN EUROPEAN COUNTRIES AND THE UNION OF SOVIET SOCIALIST REPUBLICS 


Millions of dollars in 1938 f.0.b. prices 
2 eee 


Exports TO THE U.S.S.R. 


IMPORTS FROM THE U.S.S.R. 


m other countries To To other countries 
Commodity eae к Western Europe Germany of Western Europe 
1947 as 1947 as 
1938 | 1947 | 1938 | 1947 | percent || 1938 | 1947 1938 | 1947 | percent 
of 1938 of 1938 
I. Food, beverages and tobacco : 
Livézanimalewes gyi acne es 2 | == — 2 == 6 = = ae 
Animal products for food : 
Mea tiwceece ieee) «te ts) sl oe, Pe — 1 — — 6 — — 
Dairy products .«...... — — 5 — 8 17 — — 
По о м. а = — — — 1 1 == == 
ВЫ вые == 2 6 300 — 10 — — 
Cereals and products ....... — -- — —- — 54 3 6 
Seeds for sowing. ......../— =) — — 1 — — — 
Vegetable and animal fats and oils. | — 1 2 200 -- 1 1 100 
Vegetables and plants ......{/ — — — 1 6 1 У 
Sugar and preparations. .....{ — 1 — — = == — = 
TotaliGroupWssiennsin3s « 3 « | — 4 16 400 17 95 5 5 
II. Raw materials and products of light 
industries : 
Hides, skins and leather manufac- 
tures ae о soe г — — — —- 2 23 2 9 
Other animal products ое — — — — 1 2 — — 
Wood and manufactures ..... — 1 — _- 20 71 3 4 
Pulp and paper ...... — 1 — — — 5 2 40 
Textiles and manufacture 5 2 12 — — 5 14 5 36 
Stones, clay and china ...... 1 1 — — — 2 2 100 
Otheritems ....... 1 5 2 40 — 6 2 33 
оба Стори. - 4 20 2 10 28 123 16 13 
III. Raw materials and products of mining 
and heavy industries : 
Coal and coke ..... = 4 a a —= = = = 
Mineral oil and products 1 a — —- 4 13 4 31 
Other minerals . cert Oe age cs 1 — — — 2 6 3 50 
Iron and steel and manufactures . 10 18 1 10 1 — -- -- 
Other metals and manufactures 3 25 1 4 oe 3 al 33 
Machinery. gmcsnws acatoee 12 24 27 113 — — — == 
Vehicles (including ships) . . , 3 9 1 11 —- — — — 
Instruments and apparatus ... . 3 4 = =e os ae — =< 
Chemicals (including fertilizers), drugs 
АО Оу wits tile ones Failte ео 6 4 — = — 1 2 200 
Lotal Group Ил, ых see | 39 88 30 34 Я 23 10 43 
Unspecified а ен = 2 = = = 10 = 
Tora all commodities. .....{| 43 112 50 45 52 


Source. — The figures have been taken from “ Potentia- 
lities for Increased Trade and Accelerated Industrial Develop- 
ment in Europe”? prepared by the Economic Commission 
for Europe and released 28 August 1948. 


‚ Nores. — Western European countries include Aus- 
tria, Belgium-Luxemburg, Denmark, France, Germany, Ice- 
land, Ireland, Italy, Netherlands, Norway, Portugal, Sweden, 


Switzerland, and the United Kingdom. For the year 1938, 
the trade of the Baltic States with Western European coun- 
tries is included with the figures for the U.S.S.R. 


а The figures reported as unspecified represent exports 
to the U.S.S.R. from Belgium and Italy, and imports from the 
U.S.S.R. into Belgium, Italy and Sweden, which are not 
available by commodities. The details shown for individual 
commodities are, therefore, incomplete to this extent. 
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in Egypt to a total of $125 million in 1948, or 
much more than the decline between 1947 and 
1948 in British exports to the U.S.S.R.} 
Similarly, it may be estimated that Czecho- 
slovakia made purchases of the order of $65 
million in the Sterling Area in 1948.2 In both 
instances, purchases from the Sterling Area 
were very much larger than the excess of 
sterling directly available through trade with 
the United Kingdom. The use of sterling and 
other currencies earned in Western Europe to 
finance imports from the Sterling Area and 
other overseas sources appears to constitute a 
significant element of multilateral trade in 
Eastern Europe’s relations with other countries. 


Current Trends in East-West Trade 


- Czechoslovakia was the first country in 
Eastern Europe which, by 1947, had already 
resumed exports to Western Europe on a scale 
approaching pre-war. In 1948, however, 
considerable strains developed in Czechoslo- 
vakia’s foreign payments. These followed the 
diversion of its exports of high-priority goods 
from Western to Eastern Europe, as a result 
of which Czechoslovakia offered a much higher 
proportion of less essential goods for sale in 
the West. Exports fell off sharply, while at 
the same time imports also declined, although 
more moderately. In response to the resulting 
strains, 
sented to raise the credit ceilings in their trade 
and payments agreements with Czechoslovakia, 
but Belgium refused to do so. 

Trade between the other three major trading 
countries in Eastern Europe—the U.S.S.R., 
Poland and Yugoslavia—and Western Europe 


1The President of the British Board of Trade stated 
on 7 February 1949 that this shift was due not to British 
unwillingness to export, but to the preference shown 
by the U.S.S.R. for making purchases outside the trade 
agreement rather than to place the orders which had been 
agreed upon. 

2 British statistics show exports of United Kingdom 
produce to Czechoslovakia to the amount of $22 million, 
f.o.b., whereas the Czechoslovak trade statistics show 
imports from the United Kingdom (on a country of 
purchase basis) amounting to $76 million, c.if.; the 
difference, after allowance for freight, probably indicates 
the size of Czechoslovak imports from the Sterling Area 
purchased through the United Kingdom. Czechoslovak 
statistics show in addition direct imports from the Sterling 
Area to the value of more than $20 million. 


Sweden and the Netherlands con-- 


developed more smoothly in 1948, exports 
from the U.S.S.R. showing the greatest in- 
crease, while Polish exports came nearest to 
the pre-war volume. 


Hungary’s export trade, after going through 
a crisis in the summer of 1948, chiefly owing 
to a sharp decline of agricultural exports 
following the bad harvest in 1947, began to 
recover appreciably. As a result of the much 
better harvest in 1948, Hungary’s agricultural 
exports in October reached the highest level 
since the end of the war, and industrial exports 
also showed a rising tendency. Towards the 
end of 1948, Hungary succeeded in developing 
an export surplus in its trade with a number 
of Western European countries. 


The large number of trade agreements con- 
cluded between Western and Eastern Euro- 
pean countries for 1949 or longer periods point 
to a considerable expansion of East-West 
trade in the future. According to the agree- 
ments, this expansion will be mainly in in- 
creased food deliveries from Eastern Europe 
and larger exports of machinery and equip- 
ment from Western Europe. 


Thus the agreement between the United 
Kingdom and Yugoslavia in December 1948 
for the following year provides for trade of 
$60 million in each direction, compared with 
actual British imports from Yugoslavia of 
only $17 million and British exports to Yugo- 
slavia of $11 million in 1948. 


The recent agreement between the United 
Kingdom and Poland is of major significance 
for the expansion of East-West trade. It covers 
a period of five years ending in 1953, and pro- 
vides for exchanges of $524 million each way 
during the period, compared with Polish 
exports of $35 million to the United Kingdom 
and Polish imports of $27 million from the 
United Kingdom in 1948. Poland is to deliver 
increasing quantities of food (mainly eggs and 
bacon) and timber. The United Kingdom is 
to supply raw materials and manufactured 
goods, including capital equipment. The total 
amount of capital equipment to be delivered 
over the period under the new agreement is 
estimated at $80 million in addition to a 
previous programme totalling $60 million. 
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Switzerland has concluded agreements with 
Czechoslovakia, Hungary and Yugoslavia, all 
of which provide for the expansion of exports 
of foodstuffs from those countries in exchange 
for equipment, dyes and textiles from Swit- 
zerland. The proposed expansion of Swiss 
imports over actual imports in 1948 would 


appear to be greater than the expansion of 
exports. 

The new Polish-French and Polish-Belgian 
agreements provide for increased deliveries of 
Polish coal in exchange for mining equipment 
from Belgium and machinery and raw materials 
from France. 


5. Tue SPECIAL PROBLEM OF GERMANY 


Inter-Zonal Trade 


The present situation of German trade, 
while difficult to analyse from the incomplete 
data available, reveals distortions and strains 
that must ultimately involve major and 
difficult readjustments. Not only is the low 
level of Germany’s foreign trade conspicuous 
among the European countries, but the German 
economy also suffers considerable additional 
strain from the disruption of what was, before 
the war, internal trade. According to estimates 
based on the value of goods carried by the 
German transport system, the value of ex- 
changes between Eastern and Western Ger- 
many amounted to at least $1,000 million in 
1936.. It is impossible to give an accurate 
estimate of the value of post-war inter-zonal 
exchanges, either in 1947 or in 1948, owing to 
the conflicting nature of the statistics.1 All 
sources agree, however, in showing an extreme- 
ly low level of inter-zonal trade which, in 
1947, probably did not exceed a total turnover 
of Rm. 600 million, at current prices, but 
which tended to rise somewhat in the beginning 
of 1948. А virtual standstill appears to have 
been reached, according to official statistics, 
in the second half of 1948, following the 
deterioration of the situation in Berlin. The 
effects of this stoppage on German economic 
recovery are all the more serious as the geo- 


1 According to Eastern German sources, the Eastern 
Zone had a regular export surplus with the Western 
Zone. According to the Joint Export-Import Agency 
in Frankfurt and the Statistical Services of the French 
Zone, the Western Zones had a regular export surplus 
with the Eastern Zone. Furthermore, according to 
Joint Export-Import Agency figures, the Bizone had 
an export surplus with the French Zone, while according 
to the French statistics the opposite would have been 


true. Thus all zones appear to have enjoyed the benefit 
of multilateral trade. 


graphic distribution of German industry was 
based upon an integrated economic system, 
where the various areas: were mutually inter- 
dependent ; on the one hand, there are the 
difficulties experienced by Western Germany, 
and the Ruhr in particular, as a result of being 
isolated from its normal sources of agricuitural 
supplies in Eastern Germany; on the other 
hand, Eastern Germany is equally affected by 
isolation from the sources of its supplies of 
hard coal and steel. This interdependence 
extends throughout most of German industry, 
where it is common to find that the various 
stages of an integrated production process are 
carried out in different zones. in addition 
to the mechanical, fertilizer and chemical 
industries, the textile industry (in which the 
production and treatment of textile materials 
was concentrated in Western Germany, while 
70 per cent of the spinning capacity was 
in the Soviet Zone) is a good example of an 
industry whose production in the various 
zones was interdependent. 

The volume and nature of German external 
trade have to be considered against this 
background. For instance, the severance of 
the Bizone from its normal internal sources of 
supply has caused sugar imports from other 
countries to rise from 16,000 tons in 1938 to 
539,000 tons in 1948 1 and imports of potatoes 
to rise from 112,000 tons in 1938 to 458,000 
tons in 1948. The disintegration of the German 
economy is continuing. The existing plans in 
both the Eastern and the Western Zones have, 
as it were, an outward orientation. The eco- 
nomy of the Western Zones will be more 
closely linked to that of Western Europe and 


* On the other hand, the Soviet Zone had a sugar 
surplus which could not be traded with Western Germany. 
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the economy of the Soviet Zone to that of 
Eastern Europe. Such an orientation presents 
major problems, since the German areas will 
be linked to economies which are, to a large 
extent, competitive rather than complemen- 
tary to them. Thus, the Ruhr area, with its 
large agricultural deficit and industrial surplus, 
will be linked to other manufacturing coun- 
tries which also have a large steel output 
and insufficient agricultural production. The 
Eastern Zone, on the other hand, where steel 
is probably the scarcest of all industrial 
materials, will be closely linked to the econo- 
mies of other Eastern European countries, 
where the same steel shortage prevails. For 
the different German zones, this breaking-up 
of the complementary relations which existed 
in the former German economy will mean that 
a new pattern of trade will have to be estab- 
lished and new export markets gained in order 
to permit the higher volume of external trade 
which will be necessary to support a level of 
activity comparable with pre-war. 


The Soviet Zone of Occupation 


From the incomplete data available, it 
appears that the volume of trade of the Soviet 
Zone of Occupation is lower in relation to its 
economic potential than is the case in the 
other areas of Germany. Leaving aside 
trade with the Union of Soviet Socialist 
Republics, for which no figures are available, 
the total foreign trade turnover appears to 
have been somewhat below $200 million in 
1948. There was a small export surplus with 
all Western European countries with which 
any significant exchange of goods took place 
(notably with Switzerland and the countries 
of Benelux and Scandinavia). This export 
surplus probably exceeded $35 million if goods 
exported by the Soviet-owned concerns, which 
some countries report as imports from the 
Soviet Union, are included. On the other hand, 
the Soviet Zone had a small import surplus in 
trade with Eastern European countries, chiefly 
with Poland and Czechoslovakia. In 1948, 
the exchange of goods with Poland was the 
most significant, not only in quantity, but 
also because Poland provided the Soviet Zone 


with much-needed supplies of hard coal, steel, 
power and foodstuffs in exchange for chemicals 
and machines. It has been announced that 
under the trade agreement concluded in March 
1949, Poland is to take the place of the U.S.S.R. 
as the most important trading partner of the 
Soviet Zone. The volume of trade, which is 
estimated at $65 million in 1948, is to rise to 
$152 million in 1949. With the Soviet Union 
itself, trade has, so far, been conducted on a 
commodity barter basis. Recently, however, 
in view of the difficult economic situation of 
the Soviet Zone, the Soviet Union has increased 
its deliveries of essential goods, such as steel, 
tractors and fertilizers, without purchasing 
counterpart imports, thus, in effect, extending 
a credit to Eastern Germany. This picture 
might, however, be somewhat modified if 
account were taken of reparations 1 and of the 
trade of the Soviet-owned concerns in Eastern 
Germany, whose imports of raw materials and 
exports of manufactures are not treated as 
external trade. 


French Zone of Occupation 


In 1947, the French Zone of Occupation, 
including the Saar, had attained a small over- 
all export surplus in its foreign trade, which 
was essentially due to a $65 million export 
surplus with France, while deficits of $54 
million and $7 million were incurred with 
overseas countries and with Western Europe, 
respectively. In 1947, the exports of the area 
chiefly consisted of coal from the Saar and 
timber, the exports of which amounted to 
approximately $18 million and $40 million 
respectively. At the beginning of April 1948, 
the Saar became part of the customs territory 
of France. As a result, coal ceased to be an 
export item from the French Zone. Timber 
exports were maintained, but the nature of the 
export trade of the French Zone changed 
substantially as manufactured goods, notably 
of the chemical and light engineering industries, 


1 Reparations were officially fixed at 10 per cent of 
gross production in 1948 and deliveries to the Soviet 
troops of occupation at 5 per cent ; these quotas were 
not, however, entirely filled. In 1949, a total of 12.4 per 
cent of gross production is to go to reparations and 
the troops of occupation. 
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became more important. As а result, exports to 
France declined somewhat, and the export 
surplus with France was reduced to $14 million, 
while trade with other European countries 
expanded. However, an overall deficit of 
$74 million developed, which was covered 
almost entirely by dollar allocations under the 
European Recovery Programme. 


The Combined U.K./U.S. Zone of Occupation 


The Bizone of Germany presents one of the 
most difficult problems in the field of intra- 
European payments. After the currency 
reform, both production and exports rose 
considerably, imports appearing to reach a 
peak in the middle of 1948. However, while 
production stood at 75 per cent of 1936 by the 
end of the year, imports reached only one-half 
and recorded exports only one-sixth of the 
1938 level if measured at pre-war prices. 
Exports were, in fact, higher than the recorded 
figures indicate. According to Military Govern- 
ment estimates, some $200 million worth of 
goods were taken out of the area by Allied 
personnel or exported iUlegally by German 
manufacturers to be credited to their accounts 
in foreign countries. With the progress of the 
Western German economy, a further sub- 
stantial rise in exports can be expected in 
1949. The geographical distribution of trade 
in 1948, however, presented a pattern which, 
unless it is drastically modified, will hamper 
the future development of West German 
trade. 

Three striking features of the trade of the 
Bizone are shown in Table 89. The first is 
the abnormal dependence on imports from the 
United States. The second is the large export 
surplus with Western Europe and the third is 
the virtual absence of trade with Eastern 
Europe. 

The dependence on United States- sources 
cannot be entirely explained by the commodity 
composition of the Bizone’s imports. Though 
a large part of the import requirements of the 
Zone still consists of basic foodstuffs and relief 
goods, the proportion of these which comes from 
the United States appears to be surprisingly 
high. For example, 4.1 million tons of the Bi- 


zone’s total imports of 4.6 million tons of grain 
(the most important single item imported into 
the area) came from the United States in 
1948, while in the case of wheat the whole of 
the 3 million tons which were imported came 
from the United States.1. In contrast Europe 
as a whole obtained only 40 per cent of its 
total imports of grain from the United States. 
Imports of fruit and nuts,” of which $75 million 
were imported from the United States, are 
another example of the extraordinary depen- 
dence of the Bizone on the United States. 


At the same time, a restrictive import policy 
was followed in trade with Western Europe. 
This cannot be explained by balance of 
payments difficulties, since Western Germany 
had an export surplus with most of the other 
Western European countries. For the last two 
years, the exports of the Bizone have consisted 
mainly of essential goods, such as coal, timber 
and machinery, as a result of which it has been 
possible for the Bizone to induce other Euro- 
pean countries to settle the balances arising 
from their trade deficits in dollars. A number 
of countries — for example, Switzerland — 
have, however, indiceted their unwillingness 
to accept such a situation, particularly when 
their exports are refused admittance into 
Western Germany while American goods of 
the same type are accepted. Some improve- 
ment in this: situation may be expected in 
1949 when the relaxation of import controls 
should bring about a more rational distribution 
of trade. At the same time, under the O.E.E.C. 
Payments Scheme, the Bizone has obtained 
drawing rights against certain other Western 
European countries, such as the United King- 
dom and Belgium, with which it has hitherto 
had an export surplus. The effort to make use 
of these drawing rights, which is evident from 
recently concluded bilateral agreements, should 
result in a substantial increase in imports from 
these countries, while the drawing rights 


1 These figures are derived from the Statistisches Amt 
des Vereinigten Wirtschaftsgebietes. According to the 
Joint Export-Import Agency, in the first eleven months 
of 1948, 4 million tons of grain were imported from the 
United States and 213-thousand tons from the rest of 
the world. 


* 12,000 tons of canned peanuts appears to be the 
largest item in the group. 
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Table 89 
THE EXTERNAL TRADE OF GERMANY 


Millions of dollars in current prices 


nt | 1988 | 1948 
Germany’s imports and exports rae 
о Total U.K./U.S. Other zone 
| Germany | Germany | Zone 4 of peeniation a 
Trade with United States : | 
Imports eae 130 2 
Exports А | 63 to =. _ 
Trade with other overseas countries : | 
Imports . cee 570 | 306 285 21 
Exports Bae 536 | 49 43 6 
Trade with Western European countries : | 
Cis ee ee eee ae НМ 802 511% 357 154 6 
Exports Fetes 1,107 737 538 199 
Trade with Eastern European countries : 
ON Sekine ока 334 77 са 26 514 
os ee a ee 317 | 674 16 514 
TOTAL : 
Imports 1,836 | 1,786 1,508 278 
Exports 2,023 | 883 625 258 


Ee oom 


Sources. — The fi have been taken from Table XVI ; b These fi: are not comparable with those given in 
Reports of the Joint Export-Import Agency ; Statistische Table XVI since $30 million, representing parcel post sent to 
Monatszahlen, Statistisches Amt des Vereinigten Wirtschafts- the Occupation Forces, have been deducted from the British 


gebietes; supplemented by trade statistics of other countries. 


a The figures for “other zones of occupation ” have 
been derived by difference from the totals and the figures 
for the U.K./U-:S. Zone which are themselves estimates based 
on the sources mentioned above. 


granted by the Bizone will also help to ease 
the strain on some of its debtors, such as 
France. 

The problem of the level of trade with 
Eastern Europe appears to be of a more lasting 
character. The long-term plan presented by 
the Bizone to the O.E.E.C. provides for an 
almost complete restoration of Western Ger- 
many’s pre-war trade with the Soviet Union 
and Eastern Europe. Figures for 1938 show 
that 18 per cent of German imports and 22 
per cent of its exports were concentrated in 
this area; the present plan aims at a figure of 
20 per cent for imports and 19 per cent for 
exports. An enormous expansion will be 
needed in order to increase the present level 
of trade to the proposed level of about $550 
million each way which these percentages 


export statistics. 

‚ © This figure is not comparable with that given in Table XVI 
since $2 million have been added for imports of the U.S.S.R. 
from the U.K./U.S. Zone of Germany. 

а Excluding trade between the U.S.S.R. and the Soviet 
Zone of Germany. 


represent. Any efforts that have so far been 
made to initiate this increase appear to have 
been on too small a scale to be significant, 
as is evident from the table given below. 
In the case of grain, only 60,000 tons were 
purchased from Eastern Europe in 1948. 


The Bizone’s Trade with Eastern Europe in 1948 
(Million dollars at current prices) 


Imports Exports 
c.1.f. f.o.b. 

Bulgaria .... — = 
Czechoslovakia 1} 5 
Finland. . 3 a 
Hungary 5 2 
Ралле: Bese 4 1 
Вала. № ое — — 
ПОВ ось 2 — 
Yugoslavia ......- 1 1 

Total. ее 26 16 
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Four trade agreements have been concluded 
by the Bizone for 1949 — with Poland, Czecho- 
slovakia, Hungary and Finland — which provide 
for a considerable expansion of trade over the 
1948 level, but even so the total trade turn- 
over will remain extremely modest, amounting 
to only some $60 million each way compared 
with the declared objective of some $550 
million. One of the difficulties likely to 
be encountered in the future expansion of 
trade is the reluctance of Eastern European 
countries to. restore trade with Germany to 
its former importance owing to the bitter 
memories left by German economic domi- 
nation before the war. The problem of export 
licensing, which is applied by the Military 


Authorities in the Bizone in much the same™ 


way as in the United States, also appears to 
be serious. Eastern European countries willing 


to expand their trade with Western Germany 
may find their efforts frustrated by the 
impossibility of obtaining from that area the 
machinery and equipment which they need. 
Moreover, this policy may well prevent Western 
Germany from obtaining essential foodstuffs 
and raw materials in Eastern Europe, which 
would be a particularly serious development 
because of Western Germany’s present sepa- 
ration from Eastern Germany.! Western 
Germany would thus be permanently depen- 
dent on very large-scale imports from overseas, 
which could only be financed by continuing 
American aid or by a tremendous expansion 
of exports to overseas markets, where Western 
Germany would have to compete vigorously 
with other Western European manufacturing 
countries. 


6. RESTATEMENT OF PROBLEMS IN INTRA-EUROPEAN TRADE 


The development of trade among European 
countries since the war reveals the extreme 
difficulties of evolving a smoothly functioning 
system of trade and payments relationships. 
Many difficulties were experienced during 
the past year, particularly in Western Europe, 
which threaten to impede further recovery, 
and the continuation of the present levels 
of trade can only be assured by continued 
financial aid from outside. 


The detailed review given in the preceding 


sections suggests that three principal factors 
may be distinguished in the evolution of 
payments relationships during the past year : 


(1) Much of the п Ш trade was 
bilateral in the sense that trade expanded 
in both directions between each pair of 
countries—the growth of trade on this 
basis being made possible by the marked 
increase in the production of essential 
goods throughout Europe. In some instances, 
where closer bilateral balancing was attained 
at higher levels of trade, the strains pre- 
viously experienced tended to diminish. 


(2) Some_progress was also made in 
restoring a_—maultilateral system of tra trade 


and payments. The clearest instance of 
this was in East-West trade, where the 
development of a substantial surplus of 
exports from Eastern Europe to the United 
Kingdom and other Western European coun- 
tries enabled Eastern Europe to purchase 
cotton, wool, rubber and other goods in 
Overseas countries largely through the 
transfer of sterling, whose position as 
an international currency strengthened 
appreciably during the year. 


(3) For the remainder, the growth of 
trade during 1948 was made possible only 
ЕТ eee g of unbalanced _posi- 
tions by extraordinary or emergency 
resources. This was particularly true of 
the countries of Western Europe, where 
the working of the multilateral compen- 
sation plan continued to be hampered 
by the unresolved problem of overall creditor 
and debtor positions. The growth of trade 
was thus financed through the depletion 
of the previously acquired sterling balances 
* The Eastern area which has been ceded from Germany 

was even more important than the Soviet Zone as a 
food exporter. The per capita production of grain, for 
instance, was, before the war, 640 kilogrammes in the 


ceded areas compared with 460 kilogrammes in the 
Soviet Zone and 146 kilogrammes in fis Bizone. 
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held by Continental European countries, 
which financed their deficits with the United 
Kingdom and, towards the end of the year, 
through the drawing rights established as 
а counterpart to American aid. 


The problem of developing a self-sustaining 
multilateral flow of trade did not therefore 
seem appreciably nearer solution at the end 
of the year than it was at the beginning. 
The more solid and secure increases in trade 
duriffg 1948 emerged in bilateral trading where 
offset by each other. 

The great strength of the system of bilateral 


trade is that it provides a definite fr ork 


within which trade expansion can be achieved 
without risk of increasing the lack of balance 
in the overall trading position of the country 
concerned. On the other hand, its disad- 
vantages as а means of conducting trade make 


it inevitable that countries should constantly 
seek means of breaking away from it. Under 


the system of bilateral trade, the ition of 
sm 5 countries tends to be particularly 
di 


ifficult. In their relations with one another 
itis a coincidence if their exports, which are 
frequently specialized in character, can be 
made to offset one another in the appropriate 
amounts, and in such cases close bilateral 
balancing may be attained only at a low level 
of trade. The small countries also find 
themselves at a disadvantage in bilateral 
bargaining with large countries on which 
they may depend for their major market 
outlets. 


The dismemberment of a unified price sys- 
tem, ‘discussed in 1 Chapter 5, and the inability 
to buy and sell in the markets offering the 
most advantageous terms, are the most serious 
disadvantages of a system of bilateral trading 


(although in this connection the greater sta- 


bility and the protection it affords against 


violent price fluctuations and disruptions in 
trade must also be borne in mind). Moreover, 
these characteristics tend to make the system 
of bilateral trade self-perpetuating, in that 
countries trading with one another under the 


protection it provides may develop price and 


production structures which may handicap 
о lh SEES ен ВИНА 


their effective participation in other markets 


convertible currencies can be acquired. 


Currency Convertibility in European Trade 


On the other hand, the restoration of a 
system of convertible currencies—even if con- 
fined to European -countries—entails serious 
risks, especially for countries whose balance 
of payments position is weak vis-d-vis the 
other members of the group. A country pre- 
maturely undertaking to es | су 
convertibility exposes itself to the danger that 


other countries will reduce their _purchas 


es 
from it in_ order to earn trade balances that 
can_be transferred into other currencies which 
are more ur. ired. Self-defence would 
in turn compel the country to curtail its own 
imports, with the result that trade both ways 
is diminished. Thus the acceptance of mutual 
obligations for the interconvertibility of Euro- 
pean currencies might lead to the competitive 
curtailment of imports in a vain and mutually 
incompatible endeavour by the various coun- 
tries to obtain more of the scarce currencies 
they desire. Moreover, so long as overall 
debtor and creditor positions exist, free inter- 
convertibility among European currencies 
would, аз was indicated in Section 2 of this 
chapter, cause the various bilateral debit and 
credit balances to become concentrated in 
obligations owed by the main debtors to the 
main creditors. The danger facing the debtor 
countries is that this concentration of their 
obligations into one or a few principal channels 
would cause them to exceed the possible credit 
ceilings and give rise to demands by the 
creditors for large settlements in gold or 
dollars. The danger facing the creditors is 
precisely that their demands for settlement 
could not be met, and that their claims would 
remain blocked in the weakest currencies. 


The argument is frequently advanced that 
overall creditor or debtor positions are merely 
a reflection of artificially pegged exchange 
rates, and that, if relative exchange rates were 
adjusted to some equilibrium level, the overall 
deficits or surpluses in the balance of payments, 
and hence the obstacles-to the introduction of 
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convertibility, would disappear. In the present 
conditions of Europe, this reasoning has only 
a limited and uncertain validity. Since imports 


in most countries are rigidly controlled, it is 
doubtful whether the _ex 1е8 


possessing the weaker i be 
appreciably raised merely by the incentive of 


lower prices; and if they were not raised, 
export proceeds would be reduced and the 
balance of payments position would be aggra- 
vated rather than alleviated by the fall in the 
exchange rates. Similarly, precisely because 
imports consist largely of essential items, the 
rise in the prices of imported goods, following 
such a devaluation, would not in itself lead 
to any appreciable reduction in purchases. 
The adjustment of exchange rates can only 
be regarded _as a cure for disequilibrium_in 
situations where relative prices exert a large 
ESE SCENT AEE ERIE orts. 
loped in intra-European trade after the war 
were not, however, mainly due to the various 
countries selling at relatively low or high 
prices, but were due rather to their relative 
ability to supply the essential goods which 
other countries were anxious to buy.! In 
such circumstances, the method of bringing 
about equilibrium through the adjustment of 
exchange rates can be effective only at the 
cost of very large and haphazard shifts in real 
income between the different countries. There 
is the danger, moreover, that, in countries 
where monetary stability is only precariously 
maintained, currency devaluation might 
merely renew or accelerate the inflationary 
process without leading to any lasting reduc- 
tion in export prices.? | 


While it is thus correct to say that the 
introduction of a system of convertible cur- 


+ In fact, the export prices of the country with the 
strongest position in intra-European trade—that is, 
Belgium—have been unusually high rather than low 
in relation to the export prices of most other countries 
(cf. Chapter 5). 

* The above argument is confined to the question of 
currency devaluation as a means of introducing con- 
vertibility in intra-European trade. The question of 
an adjustment of exchange rates in relation to overseas 


trade has different aspects which will be discussed in 
Chapter 9 below. 


rencies is possible only between countries 
whose current transactions are in approximate 
overall balance, it would be wrong to suggest 
that in the present situation in Europe the 
necessary conditions for convertibility can be 
suddenly created through a general readjust- 
ment of relative exchange rates. A more 
practicable, but more limited alternative is 
the establishment of convertibility among a 
restricted group of countries which excludes 
both the overall debtor countries and | the 
overall creditor countries. This is, in fact, the 
cautious and gradual approach underlying the 
sterling transferable accounts system, which 
at present includes nine European countries 
and link’ them to the Sterling Area and to a 
number of other overseas countries in an 
international settlements system of growing 
importance.1 An instructive feature of this 
system is that membership in it has been 
extended only to countries which show a 
reasonable prospect of maintaining balance in 
their sterling transactions and which have a 
system of exchange control considered effective 
enough to prevent misuse of sterling. It does 
not include countries (notably Belgium) which, 
because of the strength of their balance of 
payments, would be likely to accumulate 
sterling in amounts greater than they are 
prepared to hold without demanding settle- 
ment in gold or dollars. 


1The present European members of this system are 
Czechoslovakia, the Netherlands monetary area, Finland, 
Italy, Norway, Poland, the Spanish monetary area, 
Sweden and the Soviet Union. An essential feature 
of the system is that countries belonging to the transfer- 
able accounts group have the right to use sterling for 
the settlement of current transactions with other coun- 
tries in the group and within any part of the Sterling 
Area, and the obligation to accept sterling payments 
for similar purposes from the same group of countries. 
For such countries, therefore, sterling becomes a con- 
vertible currency, although the number of countries 
embraced in the system is limited. On the other hand, 
the members of the transferable accounts group are not 
under an obligation to make their own currencies con- 
vertible into sterling, except for settlements within the 
Sterling Area. The area of sterling transferability is 
further widened by sterling payments to and receipts 
from countries outside the transferable accounts group. 
Such payments are, however, subject to varying degrees 
of administrative control by the United Kingdom, 
determined in part by the sterling position of the coun- 
tries concerned. Thus Sweden was granted, early in 
1949, the right to use transferable account facilities on 
an administrative basis in third countries outside the 
transferable accounts group. 


Иру Ао: ean 


— 163 — 


Patterns of Trade 


Before the war, some countries maintained 
substantial overail creditor or debtor positions 
in intra-European trade, the two major in- 
stances being the large deficit of the United 
Kingdom which it was able to settle in con- 
vertible currency out of its surplus of earnings 
overseas, and the large overall surplus of 
Germany which enabled it to maintain an 
adverse balance in overseas trade. Since 
neither the United Kingdom nor other Enuro- 
pean countries can_count_on developing sur- 


pluses of earnings in their overseas trade i 
th 


e foreseeable future, it follows that_none of 
them will be able to afford a substantial 


deficit in intra-EKuropean trade. In fact, the 
United Kingdom, instead of being a source of 
convertible exchange for other European coun- 
tries as in the past, has itself developed a large 
export surplus in intra-European trade in 
1949. This was due more to the severe con- 
traction of British imports compared with 
pre-war, particularly in trade with the Western 
European countries, than to the expansion in 
British exports, and it led to the somewhat 
anomalous situation that, while on the one 
hand British imports from Western European 
countries were severely restricted, on the other 
hand the United Kingdom also granted drawing 
rights to Western European countries to 
finance its surplus of exports. 


This, of course, could only be regarded as a 
temporary expedient which, at the latest, 
would come to an end with the completion of 
the European Recovery Programme. Hence, 
unless the United Kingdom’s imports from 
other European countries were to be con- 
siderably expanded, its exports to Europe 
could hardly be maintained at their present 
levels. 


The ability of the United Kingdom to raise 
its level of imports from Europe will depend 
upon the extent to which such i nsist 


of essential uld_ otherwise. have 
to be obtained from overseas _hard-currency 


1 In fact, the United Kingdom’s long-term programme 
contemplates a reduction of exports to other 0.E.E.C. 
countries from $1,947 million in 1948/49 to $1,767 million 
in 1952/53. 


areas. The increased production of foodstuffs 
in Western Europe, particularly in France, 
offers certain possibilities in this direction. 
A solution of the sterling problem of Western 
Eufope could, however, be more advanta- 
geously brough ou the develop- 
ment of a multilateral pattern of trade. The 
United Kingdom already had an import surplus 
in 1948 from the countries of Eastern Europe 
from which it is obtaining supplies of basic 
commodities, although in a smaller volume 
than before the war. The net sterling receipts 
of Eastern European countries could be raised 
further if they expanded their exportable 
surpluses of foodstuffs and other primary 
goods for sale in the United Kingdom. This 
in turn would provide other Western European 
countries with an opportunity to earn sterling 
in Eastern Europe if they are prepared to 
offer—out of their expanding industrial pro- 
duction—capital equipment and other manu- 
factures required by Eastern European coun- 
tries to carry out their development plans. 

A similar pattern may help to provide the 
solution to the still more serious problem of 
Germany’s position in intra-European trade. 
Because of its traditional dependence on an 
export surplus to other European countries, 
the readjustment of Germany to the changed 
post-war situation might be difficult under the 
most favourable conditions. As it is, the pro- 
blem has been greatly aggravated by Ger- 
many’s very late start in trade recovery and 
by the breakdown of historical trade channels 
both within Germany and between Germany 
and Eastern Europe. The export surplus 
which Germany had in 1948 with the Western 
European countries will prove difficult to 
maintain and could scarcely be relied upon 
as a source for financing imports from overseas 
countries in future years. Germany’s own 
exports to overseas countries in 1948 remained 
insignificant in relation to her volume of 
imports, particularly from the United States. 
Unless Germany’s exports to overseas countries 
show a truly phenomenal increase, her present 
great dependence on financial aid could not be 
significantly reduced without the restoration 
of imports from the traditional sources in 
Eastern Europe. 
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Serious obstacles, however, stand in the way 
of the development of East-West trade and 
the contribution which it could make towards 
a more rational pattern of intra-European 
trade, as well as towards the solution of the 
problem of Europe’s overseas balance of pay- 


ments. One of these is the lack of integration 


of the various national recovery and develop- 
ment plans. Unless the expansion of produc- 
tion and trade in a mutually beneficial pattern 
is adopted as a common objective, it cannot 
be assumed that the separate national plans 
now shaping the internal economic structure 
of European countries will blend harmoniously 
in a way conducive to the solution of Kurope’s 
present problems. On the contrary, the 
review of these plans given in the following 
chapter points rather to certain tendencies 
towards a further disintegration of the 
European economy. 


In addition to the failure to utilize the post- 
war opportunities for a unified development 
of Europe, the present trend is in the direction 
of positive acts of interference and restriction 
in trade. Following upon the restrictive export 
licensing policy of the United States, a similar 


trend is also developing in Western Europe, 
as shown by the recent introduction by the 
United Kingdom of a new system of export 
licensing specifically aimed at controlling the 
movement of products which, while having 
a potential military value, are also indis- 
pensable to ordinary economic life and growth. 
The trend is also apparent in Eastern Europe 
in the abrupt slashes made by the Union of 
Soviet Socialist Republics and other Eastern 
European countries in their trade with Yugo- 
slavia, which must involve a serious dislocation 
in its foreign trade with important repercus- 
sions on its internal life and development plans. 


It is not in the province of this SURVEY to 
comment in any way on the policies underlying 
these interferences in trade, but if_political 
dissensions do not give way to more positive 
acts of co-operation, the economic conse- 


quences will inevita ake the form of a 
further division of Europe and a failure to 
develop those complementary tradin relations 
Which Would help the various national econo- 


mies to overcome their present weaknesses 
and their abnormal dependence on outside 
support. 


Chapter 8 


THE PROGRESS 


IN PLANNING 


1. INTRODUCTION 


In last year’s SuRvEY, the nature of the 
economic plans of the various European 
countries was extensively reviewed.1 Since 
then, economic planning has made further 
progress all over Europe. The countries of 
Western Europe, under the egis of the Organ- 
ization for European Economic Co-operation, 
prepared detailed short-term programmes for 
the year 1948/49, and long-term programmes 
relating to 1952/53. The countries of Eastern 
Europe—which also recently created a regional 
organization, the Council of Mutual Economic 
Assistance—prepared a number of new long- 
term plans to follow the completion of their 
current plans—i.e., the new Five-year Plans 
of Czechoslovakia, Bulgaria and Hungary, and 
the Six-year Plan for Poland. In addition, 
short-term plans were published for Rumania, 
Albania and the Soviet Zone of Germany. 
Thus, with the exception of Finland, Switzer- 
land and Spain, there are economic plans of 
some kind for every country of Europe. 


The range of economic planning and the 
methods of control employed for its execution, 
however, differ widely in the various countries. 
In the countries of Eastern Europe, where 
manufacturing industry is almost wholly natio- 
nalized, the plans extend to the detailed 
operations of each branch of industry and 
their execution is controlled both through the 
allocation of materials and through the super- 
vision of the accounts of individual enterprises. 
Among the countries of Western Europe, the 
central direction of economic life is far more 
restricted in scope and less direct in its 


1 Op. сй., Appendix A, pages 123-186. 


influence. The greater part of manufacturing 
industry is run by private enterprise and 
continues to be guided by the price mechanism 
—supplemented to varying degrees by ration- 
ing and allocation systems. In comparison 
with the pre-war situation, however, there is 
an important difference in that most countries 
now attempt to formulate a set of consistent 
objectives for ic policy 1 itative 
terms and to use their available means of 
control—i.e., the licensing system in foreign 
trade, controls over raw, materials, taxes and 
subsidies, and controls over credit or the 
capital market—to further their realization. 
Hence the published “ targets ” of the Western 
European countries, whether they relate to 
production, manpower, investment, exports or 
imports, imply generally something more than 
a mere forecast of prevailing trends, but 
something very much less than the summa- 
rization of a definite operational plan. They are 
perhaps best regarded as the quantitative 
expressions of the rate and direction of econo- 
mic change to be fostered by government 
policy. While the day-to-day running of the 
economy in the Western European countries 
is left largely and, it seems, increasingly under 
the contro] of market forces, the development 
of productive resources through capital invest- 
ment proceeds in most countries under central 


guidan dance, if not under strict central direction. 


Thus, in the large majority of European 
countries, central economic planning will prob- 
ably exert a powerful, if not a determining, 
influence on the ways in which the economies 
of the individual countries will develop in 
future years. The danger inherent in the 
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present methods of planning is that they will 
influence the economic development of indi- 
vidual countries in a more autarkic direction 
and thus lead to the increased economic 
isolation of the individual countries of Europe 
from each other. This is almost inevitable, 
so long аз economic plans are drawn up separ- 
ately for each national area and controls over 
foreign trade are operated on a purely national 
basis. 


The fact that foreign trade is beyond the 
full control of the planning authorities limits 
the extent to which the activity of the various 
sectors of an economy, which are dependent 
on foreign trade, can be determined in advance 
through central planning. Hence, in the choice 
between developing export industri indus- 


tries providing substitutes for imports, the 
planning authorities have a natural bias т 


favour of the Jatter, for the simple reason that 
costs and returns can be calculated with a fair 
measure of assurance in the one and not in 
the other. This bias in favour of self-sufficiency 
may not present a serious hindrance to the 
efficient utilization of resources when the 
planning area is as large and as rich in natural 
resources as the Union of Soviet Socialist 
Republics. For most other European countries, 
however, the trend towards greater self- 
sufficiency mu 1 n_counter to a 


rational use of manpower and natural resources. 


The avowed aim of much current economic 
planning is to bring about a higher degree of 
integration of the European economy. Yet 


the observable tendencies appear to move in 
the opposite direction. This is true not only 
in relations between two great complementary 
regions, the West and the East of Europe, 
where political cleavage hampers the develop- 
ment of economic co-operation ; it also appears 
to be true within these two regions, owing to 
the rigid trading framework within which 
economic controls operate, and owing to the 
absence so far of any satisfactory mechanism 
for extending long-range planning to the field 
of international trade. To secure a higher 
degree of economic i thus a 


Е, 
it `уошА be necessary either for each country 
to adopt more liberal economic policies” or 
to Sivente-Towada Tate ОНО Ибо 
of economic planning. A return to economic 
liberalism might foster then TabSgTSETG gration of 
the European economy through the gradual 


elimination of intra- n trade barriers 
and the creation of a single interrelated 


currency system. Conversely, a greater degree 
of uniformity in the methods of planning might 
permit a higher degree of integration between 
the individua ies, through the 
institution of proper agencies for the co- 
ordination of plans and the negotiation of 
long-term contractual arrangements for the 
development of trade. The danger is-that the 
nations of Europe will reject the one and 
shirk the other and will pursue instead half- 
way solutions, as the result of which their 
efforts at greater economic integration will 
prove abortive. 


2. PLAN FULFILMENT IN 1948 


The simplest test of the efficacy of economic 
planning is the extent to which the plans are 
actually fulfilled. 1948 is the first post-war 
year for which planned figures on production, 
investment or foreign trade are available for 
most European countries and, before examining 
the economic plans for future years, it may 
be interesting to compare the plans for 1948 
with the actual results achieved. Percentages 
expressing plan fulfilment must, however, 
be interpreted with caution, since they are 


influenced by two main factors which cannot 
be separated from each other.1 One is the 
differing degree of optimism or pessimism 
with which the plans were drawn up, and the 
other is the degree of effort which went into 
the carrying-out of the plans. Thus high 


‘ In addition, in some countries, official plan fulfil- 
ment percentages relate to revised operational plans, 
rather than to the original planned figures. Such revisions 
may be carried out annually, or, in some cases, quarterly 
in the light of the performance of the previous period. 
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percentages of plan fulfilment may be a 
reflection of inadequate planning just as 
much as low percentages. Attention must 
also be paid to the interrelation of the degree 
of plan fulfilment in the different sectors of 
the economy. In so far as the plans were 
internally consistent, over-fulfilment in one 
sector does not necessarily compensate for 
under-fulfilment in another sector. In fact, 
under-fulfilment in a particular sector may 
create bottlenecks in production out of pro- 
portion to the importance of that sector in 
the national economy. 

The information presented below suggests 
that the countries of Western Europe have 
fulfilled ‘their export plans and investment 
plans satisfactorily, while their plans forthe 
production of basie_commodities were шо 
completely fulfilled. The countries of Eastern 
Europe show a satisfactory record in their 
production plans and a higher degree of 
fulfilment in their trade plans than in the 
previous year. Their investment plans were 
not, however, completely fulfilled. In the 
Union of Soviet Socialist Republics, the record 
of plan fulfilment in 1948, both overall and 
in its individual branches, was more favourable 
than in the two previous years. 


Plan Fulfilment in Western Europe 


For the Western European countries, plan 
figures are available for the production of 
basic commodities, for imports and exports 
and also for capital investment (for a limited 
number of countries only). The planned and 
actual levels of production for the major 
producers of coal, electric power, steel, pig- 
iron, iron ore and softwood are shown in 
Table 90. It appears that the plans were 
for coal. Та the case of electric power, the 
@verage percentage of fulfilment was _ 94 рег 
cent, for softwood 87 per cent and for iron 
ore onl $. In the case of coal, 
actual production was very near the targets 
in all countries, except in France, where the 
strikes towards the end of the year caused 
а reduction of output. The production of 
electric power was also near the targets or 


above them, except in Sweden, where it was 
limited by the shortage of water, and in 
Western Germany, where it was limited by 
the failure to put sufficient generating capacity 
into operation. Production of iron ore fell 
seriously behind the plans in Luxemburg 
and France,! and, in the case of softwood, 
production fell particularly short of the targets 
in Norway and Sweden. 


The О.Е.Е.С. countries have also submitted 
detailed programmes for their trade with 
the various trading areas of the world for the 
year beginning 1 July 1948. In Table 91 
these programmes, expressed at half-yearly 
rates, are compared with the figures for actual 
trade in the six months July-December 1948, 
both expressed in terms of dollars. According 
to the figures derived from trade returns, 
total exports were running 8 per cent_above the 
i as eran al 
below the programme rates. It is interesting 
to observe that in the trade between partici- 
pating countries the trade plans were more 
closely fulfilled, so that the difference between 
the programmes and results is concentrated 
in the sphere of trade with the outside world. 
Exports to South and Central America ex- 
ceeded the plans by no less than 22 per cent, 
to the Sterling Area by 18 per cent and to 
North America by 14 per cent. In total, 
exports to the outside world in the second 
half of 1948 were, in fact, close to the level 
laid down for the year 1949/50.? 


On the side of imports, actual imports from 
other non-participating countries (i.e. Eastern 
Earope, the Far East and—the—-Middle—ast) 


exceeded the progr. 19 per but 
ОО ОТ Вот tne рота cant ts fell short ой the programmes 
cent rom North, Ameria and В cent 
eS eae For South and Central 

érica, on the other hand, the import plans 
were more closely fulfilled. If the second half 


of the programme year 1948/49 turns out as 
favourably as the first half, the actual balance 


1 It should be noted, however, that the planned 
figures for iron ore (аз distinct from pig-iron and steel) 
are based on the original plans published in the Technical 
Report, Vol. I, of the Committee of European Economic 
Co-operation, July-September 1947. 


2 Of. Table 110 below. 
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Table 90 


PLANNED AND ACTUAL PRODUCTION OF PRINCIPAL INDUSTRIAL COMMODITIES 
IN 0O.E.E.C. COUNTRIES IN 1948 


Солт, AND LIGNITE 


(million tons, 
ton for ton) 
Country 
Actual 
Plan | Actual | as % of 
planned 
Belgium-Luxemburg. .. . 26.5 26.7 101 
France 64.50] 57.85 906 
Germany : Western zones 149.1 | 153.3 103 
Паруса eo — — — 
Netherlands ....... 11.4 11.3 99 
NORWAY ща. ее — — — 
Беер ее — — — 
United Kingdom 214.0 | 210.8 99 
ToTaL. . 465.5 | 459.9 99 
PIG-IRON AND 
FERRO-ALLOYS 
(million tons) 
Country 
Actual 
Plan | Actual | as % of 
planned 
Belgium-Luxemburg. . . . 5.9 6.6 112 
о Зое 6.8 6.6 97 
Germany: Western zones . 3.5 с 4.6 с 131 се. 
а о а 0.6 0.6 100 
Netherlands ....... 0.3 0.4 133 
Norway 
Sweden. on toner Е 0.8 0.8 100 
United Kingdom ..... 9.3 9.5 102 
MODATS meh outtake 27.2 29.1 107 


Sources. — The plan figures have been taken from Technical 
Reports, Vol. II, Committee of European Economic Со- 
operation, delysSeptembet 1947, supplemented by data 
furnished by the Steel Division, Economic Commission for 
Europe. Estimates of actual production were taken from 
tables in Chapter I and in Appendix C, except for lignite, 
data for which were taken from the Monthly Bulletin of 
Statistics, United Nations. 


CRUDE STEEL 
(million tons) 


ELECTRIC POWER 
(thousand million kWh) 


Actual 
as % of 
planned 


Plan Actual 


5.8 6.4 110 
9.6 7.3 96 
4.]с 5.5с 134 с 


2.1 2.1 100 
1.1 1.2 109 


14.2 15.1 106 


34.9 | 37.6 108 


Iron ORE 
(metal content, 
million tons) 


Sawn SoFrwoop 
(million cubic metres) 


a a | a 
an ctua as % 0 
planned 
3.3 3.0 91 
2.1 1.9 90 4.2¢ 4.8 с 4 с 
1.9 1.5 79 
8.2 8.0 98 6.7 4.7 70 
3.8 4.0 105 
29.9 24.0 80 16.1 14.0 87 


а Excluding Luxemburg. 

в Including the Saar. 

с U.K./U.S. Zone only. 

4 Luxemburg only. 

е Including the Saar and French North Africa. 


Table 91 


FULFILMENT OF IMPORT AND EXPORT PROGRAMMES OF THE 0O.E.E.C. COUNTRIES 
IN THE PERIOD JULY-DECEMBER 1948 


Millions of dollars in current f.0.b. prices 


United States,| О aa 
Canada and и Е cee non x tia ti See i oe 
: BAF -mem -participating | and their depend : i 
Country и, Hemisphere countries countries overseas оон: H rife ит 
cS | ох Bio ee > Fulfil- : Fulfil- : : Fulfil- 
: Actual : Actual | +7 : act eee Pro- : pAmeNE ta Exe Sas ; 
gram gram : gram 3 ctual | gram Actual gram Actual : (per pine ‚ Actual se ae : Actual : oes 


: : : : cent) : : cent) : : cent) 
} ы ы т R i Г Е 


porting countries : 


ео 00. 90 | 
Е : : 149: 84: д : : 
welgiumed. .. . | 194: 163 | 12: 70| 57 39] 5 16| 415 348: + в. a ae Е ae a. 
venmark .....| 65: 50| 16 154 2 4| 49 50| 154 128 83| 211 231 109| 365 359 98 
a 302 219 | 83. 122) 149 148 | 72 191 | 606 680: 112| 759° 768 101 1,365 1,448 106 
= ny 371: 408 | 24 52| 32 37| 33 69| 510 566 11| 288 275° 95| 798: 841 105 
В оне + gt 6 =>: 3 ee 3: 5 10: 14 eal 4 : : 
» ОА ыы 27 | 15:4 9 8 17 8 10| 85 63. 74| 152: 156: 108| 237 219: 92 
‚ая Bie eat — 117‘ 108 59: 78| 514 518: 101| 186: 177: 99| 700: 695 99 
| оной 66. 70 93: 80| 373: 320: 88| 470: 533. 113| 843: 862: 102 
ры у ‚а 74 BO 14: 117 26 38| 123 121 98| 159: 241. 162 | 282 362: 128 
ра ae ee Е Ми 2: Зебен 64. 1080190: 107: 1195 49д IL 1 
: ae -- | 84° 10| 39 37 80 99| 229° 230: 100| 314: 367: 117| 543: 597: 110 
- Kingdom . 769 682 412 431 539 480 |2,6952,443 91 1,434 1,258 88 | 4,129 3,701 90 
urkey® .... B34804, 45 ol : 9 23| 103 58. 56| 58: 67: 16|] 161; 125. 78 
"ОТАТ, 2,572 2,182 | 976 948 1,060 1,257 6,0255,646 94 4,604 4,799 102 10,719 10,445 97 
“ulfilment bees na ge oer es re Se a eee ee а И hese ae PES. «eae МЕ. Rate Lee oa 
(per сей)... 85 97 119 94 102 97 
morting countries : 
-ustria . oe) а зам vos) 90, aie (237 | 852 764. Шо ee 
застали ¢¢. 45: 70| 68: 91| 38 50| 83: 88| 234 299. 128| 553: 561: 101| 787: 860: 109 
®enmark 15: 30| 6 6 7 8| 30: 45| 67 89: 133| 219: 211: 96| 286; 300: 105 
“rance¢ . 39. 44| 50: 44| 31 20| 80: 79| 200: 187 94 867: 917; 106 | 1,067; 1,104: 103 
rermany/ . 20: 20| 10 еп. и 87: 5 95 |. 3464 313% 9 snr ee 
weland . 22 р OS 8 6 ee Uy В 23: 30: 130 
weland . 0.7.1 |-—;.—| 0.1 -—| 4 2 5 3. 60| 99 103: 104} 104: 106: 102 
Ш. 25. 56| 71: 161| 32 90| 175 106| 203 413: 208 | 220° 284: 129 | 423: 697 165 
Wetherlands . 19 23| 27: 20| 35 27| 69: 70| 150 140 93| 304: 430. 109| 544 570: 105 
Zorway . АЕ 3—9 910.20 = 38402635184 Fy 133] 4133 i 125 лее Oa 107 
"ortugale . И С О АЕ В om G4: | 1032 gees 90: 90: 100 
Wweden. .... 46. 32| 42: 41| 31 45| 70: 99] 189: 217 115 | 306 395. 129| 495: 612 124 
Тане Kingdom. | 296. 294 | 240: 268 | 9351,075 | 353 316 |1,8241,953 : 107 1,427 1,397: 98 | 3,251: 3,350; 103 
Turkey ¢ , epee) 1 1 gy | are es aa a0 129 | 6064: 107 98: 113° 115 
"TOTAL . 556. 634 | 534 654 11,1411,352 | 859 923 [3,0903,563 115 |4,772 4,962 104 7,862: 8,525 108 
Fulfilment ee СЕР = eee = ... . еж. = . _ .. . °.. кое ет # oe ОЕ arene reset 60 ..-.. зузавво» oo 
(per cent) . 114 122 118 107 115 104 108 
В a Se ae 
Sources. — he figures for the trade programmes were a Including trade with all the dependent overseas terti- 


taken from oe ode to the Economic Co-operation Administration 
on the First Annual Programme, O.E.E.C., Paris, 1948. The 
figures for actual imports and exports were computed from 
national trade statistics. 


Мотез. — The programmes show the values of trade laid 
down for the year July 1948 to June 1949 presented at a 
half-yearly rate. The figures for actual trade show the value 
of imports and exports in the period July to December 1948. 
The programmes are expressed in the prices forecast for the 

ear 1948/49 while the actual figures were converted into 

dollars (after adjustment of imports to an f.o.b. basis) by 
applying current exchange rates. The figures for the French 
Zone of Germany, Greece and Trieste have been excluded 
owing to insufficient data. 


tories of member countries including those in the geographic 
areas shown in other columns. 

b Based on United States export statistics. 

с Since a detailed break-down of Belgium’s trade by 
countries of origin and destination was not available for the 
period July-December 1948, the figures have been estimated 
on the assumption that the geographic distribution of trade 
in this period between those areas for which data were 
lacking was proportionate to the distribution in the rest of 
the year. 

а Jncluding Luxemburg. 

e The figures cover the five months July - November 
expressed at six-monthly rates. 

?11.K./U.S. Zone. 
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of merchandise trade of the O.E.E.C. countries 
with the outside world will be some $1,700 
million, and with the Western Hemisphere 
$1,200 million, more favourable than was 
planned. It is possible of course that the 
greater part of the import programme is 
concentrated on the second half of the year. 
On the other hand, exports are showing a 
steadily rising trend, and they too will probably 
be larger in the second half of the year. 

In looking at the figures for individual 
countries, it must be remembered that the 
programmes of the smaller countries are 
likely to differ from the actual results by 
higher percentages than those of the larger 
countries, which are larger units in the world 
economy and trade in a greater number of 
commodities. A study of the individual 
countries’ figures indicates that Austria, Italy 
and Sweden have seriously _u d 
their export potentialities, while—Austria also 
appears to have over-estimated its import 
requirements. On the other hand, Iceland, 
Norway, Portugal and the Bizone of Germany, 
contrary to general tendencies, appear to have 


under-estimated their import requirements 
more than their potential exports. 


Investment plans for 1948 were published 
for five Western European countries: France, 
the United Kingdom, Denmark, Norway and 
Sweden. In Table 92 the provisional results 
of actual gross investment in fixed capital 
have. been expressed in prices which were 
used in drawing up the plans. It appears 
that the United Kingdom has substantially 
exceeded its investment plan, while the other 
countries exceeded their plans moderately. In 
the case of the United. Kingdom, measures 
were taken to restrict capital formation as part 
of the general anti-inflation policy, but the 
level of national production, particularly the 
output of steel which was considered to be 
one of the main factors limiting investment, 
rose faster than was expected and thus made 
possible a higher level of capital formation 
than had been foreseen. In France, less work 
was carried out on repairs and maintenance 
and about 9 per cent more on new construction 
than was planned. 


Table 92 


PLANNED AND ACTUAL INVESTMENT OF O.E.E.C. COUNTRIES IN 1948 
Gross investment in fixed capital in 1947 prices 


d Actual as 

Country Unit Planned per cent 

4 of planned 
United Kingdom Millions of £ sterling 1,625 114 
ПО eek se ee) Cee Thousand million francs 713 101 
Denmark .a.4 4 «ee co: Million kroner 107 
Мои es оао № Million kroner 105 
Ре Чел еп cers Million kronor 102 


Sources. — The figures are derived from national publications. 


For details and methods of computation, see Appendix B. 


Plan Fulfilment in Eastern Europe 


Figures of plan fulfilment for the Eastern 
European countries indicate that the plans for 
production were, on the whole, fulfilled, but 
that the investment plans and the foreign 


a Based on prices in November 1947. 


trade plans were not always fulfilled. The 
failure to carry out the investment plans fully 
may have been due, to some extent, to the 
generally low level of output in the building 
industry and also to the failure to import 
investment goods in the expected volume. 


py apie НЕ мл: 
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The fulfilment of production plans, as is year. In Hungary, as a result of the progress 
shown in Table 93, appears to be particularly — in fulfilling the production plan, it was decided 
favourable in Poland and Hungary, especially if to carry out the three-year ai in a period of 
account is taken of the fact that the plans two years and five months. In Czechoslovakia 
represent a considerable increase in production the overall percentage of plan fulfilment and 
in all branches in comparison with the previous the actual increase in manufacturing production 


Table 93 


FULFILMENT OF PRODUCTION PLANS IN EASTERN EUROPEAN COUNTRIES 


Percentages 


CZECHOSLOVAKIA 


1947 | 1948 1947 1948 
Sector > 
Production Production Production Production 
as per cent as per cent as per cent as per cent 


of Plan of 1946 of 1938 of Plan of 1947 of 1938) f Plan of 1946 ‘of 1938 of Plan of 1947 of 1938 


eee | 10: 194 s4| 107 119 | : a EL de act жечь 
Mgreulture . >. 7)... . Е: 104: 53| 106: 15: : 90. 105 85 
Е В. о. >. 1118? 128: 126 ИВО 100: 109; 118 
Manufacturing....-. ...< .. . 122: 156: 104 | 103: 118: 103 
(a) metals and engineering . JT SO 195 НЕ |... Е 102: 124: 120 
(b) other manufacturing .. . о. Е ie as ee BE ee ee 
Perera Sel. 2k. ee. .. т 146% 93 и: Е sem othe see eee 
eee. | | 139 1195528370105 135 | | ee 5,85 160s eee 
Weameportation. .|.. ...... | 107 122: 146) 110: 129: 107 211 e218 
aime (бетона soos 8.5 OSes. Serene) УЗИ | 1001103. Sst Crees Sst ce hes Se 
| 
HUNGARY YUGOSLAVIA 
1947/48 1947 | 1948 
sie Production Production Production Production 
as per cent as per cent as per cent as per cent 

of Plan of 1946 of 1988/of Plan lof Plan|of Plan of 1946 of 1938|of Plan of 1947 of 1988 

Se ae а. | 23 187. eg, 4a 100) | aes м ee 

а. | 99-1 128: 97| 99|| 74: 107. 78| 86: 188: 102 

Re. ee ee | 108) 121 | |. 9417 551... а 

Manttacturing ое - 1089: 164: 106 | 100 85: 115: 120 99: 139 : 168 

(a) metals and engineering . | 127. .. | git: 62; 121; 89 106 oe ae 

(5) other manufacturing .. . ae ee re Е 3 105 : bie Fae es ie Coa 

| Handicrafts... ss ns ts я 120 | se ote nee 109: .. 4 ne bse 

НЯ р 8c ere oe 102: 134: 104 100 ei 143 : 123 99 . 102 143 

Trade (internal). .°. 2... * 103 130 : ip 96 Se Pea os a ap Rigi 


Sources. — The figures are derived from national publications. For details, see Appendix B. 

Nore. — The data are based on gross value of output, except for Hungary, where they refer to the net value of output. 
a For the last five months of 1948 100 per cent of plan, 107 per cent of 1947 and 144 per cent of 1938. 

ь For the last five months of 1948 110 per cent of plan, 152 per cent of 1947 and 121 per cent of 1938. 
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Table 94 


PRODUCTION PLAN FULFILMENT OF MINING AND MANUFACTURING PRODUCTS 
IN EASTERN EUROPEAN COUNTRIES IN 1947 AND 1948 


In physical units and percentages of 1938 and of planned production 


et ee 


Index Per cent 
Production numbers fulfilment 
Commodity Countries a ui (1938= 100) of Plans 
Unit | 1938 ь 1947 | 1948 с 1947 | 1948 | 1947 | 1948 
| 
Mining : | 
Coal a ar ae PCHR Million tons 56 77 89} 136] 159] 93| 103 
Brown coal and lignite . PCHRYB | Million tons 36 50 56!~-134| 149 99 98 
Crude petroleum PHR Million tons Ми Зи: 65 71; 103 | 102 
Iron ore PCH Million tons 3.0] 2.2 2.4 72 78| 93 104 
Electricity : 
Electric power . . PCHYB Thousand 
million kWh п 17 20; 161 175 10| 104 
Metals and engineering : 
Pig-iron PCHR Thousand tons 3,030} 2,690] 3,290 89 109 100 106 
Crude steel . PCHRY Thousand tons 4,890) 4,900} 6,030} 100) 123) 103 | 109 
Locomotives PC Number 100] 436) 548! 436) 548) 101 98 
Wagons PC Thousands 2 25 26| 1,260] 1,320} 103 96 
Tractors С Number 240] 5,579) 9,100] 2,330) 3,790 99 103 
Motor vehicles эт С Number 8,410) 8,360/13,210 99 157 81 94 
Gross output of engineering 
industries? ....... PCHB Millions of dollars} 446) 475 769] 107 174 102] 108 
(in 1948 prices) 
Building materials : у 
Bricks CH Million pieces 1,678 836) 1,059 50 63 94 91 
Cement . PHRYB Thousand tons 3,430] 3,660] 4,280 107 125| 105 98 
Wood and paper : 
Wood-pulp Р Thousand tons 78 89 110 114 14 90 98 
Рарег РСН Thousand tons 449 472) 560) 105 125) 109| 110 
Chemicals : 
Sulphuric acid Е и ПРеНВ Thousand tons 457; 390 526 86 115 99! 102 
Nitrogenous fertilizers (nitrogen 
content). бы ramen EID PC Thousand tons 75 74| 100 99) 134, 112) 121 
Superphosphates (phosphate 
content) | PCH Thousand tons 88 97; 116 10 131 80 96 
Refined petroleum . Е В Thousand tons 5,663} 3,401| 3,878 60 69; 100] 102 
Textiles and clothing : А 
Cotton yarn PCHR Thousand tons 185} 144) 192 78 104; 99 94 
Wool yarn PCH Thousand tons 74 59 72 80 97; 941 100 
Shoes PCH Million pairs 61 56 73 92 119 10| 113 


м—ББньБ У 


Sources. —'The figures have been taken from national b Pre-war territory. Pre- fi i 
publications. For details, see Appendix B. refer to 1937. ro ее - pessoa oes 


‚ Мот. — Owing to rounding, the index numbers do not с Provisional. 
coincide exactly with the percentage difference in the produc- 
tion figures above. 4 Defined as the value of final output (including the cost 
of materials) free of duplication. 


а P=Poland ; C=Czechoslovakia ; 


R= 
Rumania ; Y= Yugoslavia ; B=Bulgaria. 


H=Hungary ; 


| ey) aa 
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over the last two years were not quite so 
favourable; the plan was considerably under- 
fulfilled in the case of building owing to the 
shortage of building materials. In Bulgaria, 
the production plans were only partially fulfilled 
in 1947 ; in 1948, however, the industrial plans 
were generally exceeded. In the case of Yugo- 
Slavia, the plan fulfilment in manufacturing 
industry in 1948 is given at 100 per cent, but no 
comparable figures are available on the actual 
movement of production from year to year. 


Annual plan fulfilment figures in agriculture 
are less meaningful owing to the variation in 
weather conditions. The actual results appear, 
however, to be very near the plans, except in 
Czechoslovakia and Bulgaria. 


In Table 94 planned and actual production 
are also shown for a number of industrial 
commodities and these confirm the impression 
gained from the plans for the different economic 
sectors of the various countries. The production 
of steel, as in Western Europe, exceeded 
the plans, while the production of bricks, in 


Table 


the few countries for which data are available, 
fell short of the plans. The production of 
cotton goods (based on imported raw materials) 
and of certain engineering products was also 
below the plans. 


Export and import plans were published 
only for Poland, Hungary and Bulgaria and 
these are shown in Table 95. For 1947, the 
data indicate that both exports and imports 
fell seriously short of the plans, and that in 
Poland and Bulgaria imports were particularly 
low in relation to the plans. In 1948, however, 
Poland succeeded in over-fulfilling both the 
export and the import plans, which is the more 
remarkable since exports, in terms of current 
dollars, were over 100 per cent and imports 
over 60 per cent above the level of the previous 
year. In Hungary, imports appeared to fall 
seriously short of the target, while exports 
came near to it. In Bulgaria, on the other 
hand, the import plan appears to have been 
fulfilled to a much greater extent than the 
export plan. 


95 


PLANNED AND ACTUAL FOREIGN TRADE OF EASTERN EUROPEAN COUNTRIES 


In specified currencies 


1947 1948 
Count Unit Actual Actual 
af Planned Actual as per cent Planned Actual as per cent 
of planned of planned 
ПИ 528 110 
Exports | Millions 338 248 73 480 
Imports | of current 729 319 44 500 509 102 
Poland... .. РИА РГ” ee olnatl но ol Чаеоо йе С ДОАО ПРИ ene 
Balance — 391 — 71 — 20 + 19 
Exports | Thousand 2.1 1.4 67 1.13 1 ee И 
H *Imports | millions 2.1 1.9 89 1.13 0. 
mB eary < of forints 
Balance == — 0.5 = + 0.20 
Exports | Thousand 29.2 24.5 84 41.7 (27.6) Е ( г ) : 
Imports | millions 36.0 21.4 60 34.2 (32.6) (95) 
Bulgaria ie eet of leva Cs 
( Balance — 6.8 sp ull + 7.5 (— 5.0) 
| 


ee ee ee ee ee 


Sources. —The figures have been taken from national 
publications. For details, see Appendix B. 
a The figures for 1947 refer to the first Plan year, August 


1947-July 1948. The figures for 1948 refer to the second Plan 
period, August to December 1948. 


ь Estimate ; for details, see Appendix В. 
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Table 96 


FULFILMENT OF INVESTMENT PLANS IN EASTERN EUROPEAN COUNTRIES 


Actual new investment in plan prices as a percentage of planned investment 
EE ee ee ee 


Е : | Ru- | Yugo- 
Poland va | Hungary | Bulgaria | mania| slavia 
Sector aa и я ae 
1947 19482 | 1947 19484) "467 194800) 1947 1948 | 1948 | 1947 
otal anyestmentin, wire): omen ne 110 77 He 108 
Investment within the Plan ... . 89 ; 90 69 71 92 90 62 81 87 83 
JN TOUR с bo OD Bo DO Om 83 : 70 59 78 97 zi 
Manufacturing. ser о Шов 93 55 Ча 74 : 82 48 
О ИЕ пе АЛ. 96 91 90 26 
ransportation®. и зе 97 99 96 95 ae 98 
HD Wels Os cetera и а lla 56 70 : 92 104 : 93 89 
Public investments ......... 107 66 = 75 116 : 110 4+ 
дер eee Oe ee ‘ an 65". т 


Sources. — The figures have been derived from national 
publications. For details, see Appendix B. 


Notes. — Both total investment and investments within 
the Plan are expressed as percentages of planned invest- 


In Table 96 estimates are given of the degree 
of fulfilment of the investment plans of the 
Eastern European countries in real terms. 
The figures must be interpreted with some 
caution because in most cases the official 
figures of actual investment are expressed in 
current prices and have had to be converted, 
by means of official price indices, into the 
prices in which the plans were originally 
expressed. In Table 96 fulfilment figures are. 
given both for total investments and for 
planned investments, and it will be noted 
that the percentage fulfilment figures are 
higher for Poland, Czechoslovakia and Hungary 
for total investment than for planned invest- 
ment, as a result of large investments outside 
the plan. Considering planned investment 
only, it seems that fulfilment was around 
80 per cent, being rather less in Czechoslovakia 
anid rather more in Hungary and Poland. 
Including investment outside the plan, how- 
ever, both Hungary and Poland appear to 
have exceeded the plan in 1947. Plan fulfil- 
ment was generally highest in transport, 
where the figures were at or near 100 per cent, 
and lowest in the case of dwellings (except in 
Hungary, where the plan for the construction 


ment. Plan fulfilment by sectors is based on actual investment 
within the Plan. 


а Provisional. 
b Refers to August-December 1948. 


of dwellings was itself rather low). In the 
fulfilment of investment plans in manufactur- 
ing industries, actual investment was only 
equal to about half of the planned level in 
Czechoslovakia and Bulgaria; in the case of 
the former this was possibly due to excess 
capacity in industry, and in the case of the 
latter to the failure to import capital goods 
in sufficient quantity. 


Plan Fulfilment in the Soviet Union 


In the third year of the Fourth Five-year 
Plan the industrial production plan was over- 
fulfilled by 6 per cent. Since the plan was 
already over-fulfilled in the previous year, the 
targets for 1948 for a number of commodities 
were raised above those laid down in the 
original plan. If the same rate of increase in 
production is maintained for another year, 
it is probable that the aggregate production 
targets of the Five-year Plan—although per- 
haps not those for all the individual branches 
of industry or for all areas—will be fulfilled 
in four years. Figures of plan fulfilment are 
no longer available by commodities, but only 
by individual Ministries—i.e., according to an 


ul 
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industrial classification. Table 97 shows that, 
compared with previous years, when certain 
Ministries showed appreciable under-fulfilment, 
all Ministries reached their targets in 1948. 
Appreciable over-fulfilment is shown for the 
chemical and electrical industries, the motor 
and tractor industry, the manufacture of 
building and road machinery, and the timber 
and paper industries. Relatively low fulfilment 


percentages are shown, on the other hand, for 
some of the consumers’ goods industries and 
for coal mining. 


For individual commodities, only general 
statements are available which indicate that 
in transport and engineering equipment, in 
various kinds of agricultural machinery and 
in chemicals, the plan was considerably over- 


Table 97 


PLAN FULFILMENT BY BRANCHES OF INDUSTRY IN THE 
UNION OF SOVIET SOCIALIST REPUBLICS 


Actual production as per cent of planned production 


Industry 


All Ministries 


Ferrous metallurgy . 

Non-ferrous metallurgy . ae 

Coal industry (Western region) 

Coal industry (Eastern region) ae 
Oil industry (Southern and Western prions) 
Oil industry (Eastern region) . 

Electric power stations . 

Chemical industry 

Electrical industry . are — 
Communications equipment ея { 
Heavy machinery construction 
Automobile and tractor industry 
Machine-tool construction . 5:4 
Machine and instrument construction. 
Building and road machinery construction 
Transport machinery construction . . 
Agricultural machinery construction 
Building materials 

Timber industry . ; 

Cellulose and paper erect 

Rubber industry . 

Textile industry . 

Light industry . : 

Fisheries industry Нат ЕЙ 
Fisheries industry (Eastern region) 

Meat and dairy industries 

Food industry . 

Grocery supplies . 


Local industries including ees fuel т м of he 


Union Republics осы ао неа 


Producers’ co-operatives 


1946 | 1947 1948 
96 104 106 
100 101 
99 107 at} 
105 95 
1 
97 100 yi 
103 106 ! 
10 
105 107 i 
100 101 103 
105 114 1164 
106 108 115 
103 112 106 
105 105 107 
92 98 115 
98 106 108 
98 107 109 
115 126 
81 94 113 
77 100 105 
105 101 112 
98 96 
110 98 } ee 
96 107 
103 103 
100 106 } ты 
101 104 
85 96 ape 
110 107 100 
98 109 108 
102 113 104 
102 111 105 
101 


дд 
Sources. — State Planning Commission and Central Statistical Administration of the Council of Ministers of the U.S.S.R. 


а Including the rubber industry. 
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Table 98 


OUTPUT OF THE MOST IMPORTANT INDUSTRIAL PRODUCTS 
OF THE UNION OF SOVIET SOCIALIST REPUBLICS 


Percentages 
Ee | en nl a el > 


1946 as | 1947 as 
per cent | per cent 
of 1945 | of 1946 


Item 


| 
yr cm Ie pr eet | per eent| per ем 
er cent т per cent | р 
Of 1947 of 1945 | of 1946 | of 1947 


Iron and Steel : 


РАО о 112 114 
Crude steel .. ЕЕ 109 109 
Rolling-mill products ew es aa 113 115 
Non-ferrous Metals : 
COpper es we Goon ne en as. © 106 109 
и о Gant lb) 108 116 
USN соя ол 1A, omnia ee ee 119 126 
Fuel and Power : 
(COAG иж as og 110 112 
Oi BR я caren & 112 119 
Месте power’. % =< о. 110 115 
Engineering : 
Main-line locomotives. . . . . | 3,000 277 
Main-line wagons. ..... . | 2,900 oe 
ое aye eos oe ees =o! 138 130 | 
Migtor-Gatser © 26. 3 ee 126 
Ball-bearingss с... a 134 
Steam turbines. . : 130 257 


Electric motors \less than 100 kW 169 152 
of capacity more than 100kW 138 139 
Machine tools Е 


Special machine tools. ... . 134 130 
Spinning machines ...... 243 263 
Чо 2 о бе не 172 209 
Agricultural machinery С es 206 


122 Chemicals : 

128 Caustic soda . . 109 ae 125 

128 Бо aan... a. 109 г 144 
Artificial fertilizers 152 135 143 

120 

136 


102 Timber : 
Timber, delivered 


114 road or railside 106 126 133 
113 Papel sg... catia ier 161 125 120 
116 

i Building Materials : 

145 Cemente 5.45. 5) 185 140 137 
210 Bricks oh een ane A Se 156 
128 » 

117 | 

159 Consumers’ Goods : 

153 Cotton textiles. . 117 133 124 
124 Woollen textiles . 130 133 128 
142 Leather footwear . 128 140 123 
205 | Sugar? -= =. = 100 210 170 
204 | Soapaventar ВЫ 5 128 145 
199 | 


Sources. — State Planning Commission and Central Statistical Administration of the Council of Ministers of the U.S.S.R. 


fulfilled. In the case of motor vehicles and 
certain types of textile and agricultural machi- 
nery, the plans were not completely fulfilled, 
although the degrees of plan fulfilment for the 
various commodities in each industry were 
much better balanced than in previous years. 
The actual increases in production in those 
items, shown in Table 98, were very consider- 
able, and for a number of important commod- 
ities appreciably greater than the corresponding 
rates of increase in previous years. This is 
particularly true of iron and steel, the pro- 
duction of which increased by some 25 to 28 
per cent in the year, and of non-ferrous metals 
and a number of engineering products. Аз in 
previous years, the percentage rates of growth 
of output were much higher for engineering 
products than for basic materials. The Govern- 


ment statement on plan fulfilment also empha- 
sizes the improvements inindustrial techniques; 
for example, the utilization of blast-furnaces 
increased by 13 per cent compared with pre-war 
standards, and coal cutting is now almost 
entirely mechanized. 

The number of employees in the Soviet 
economy increased by 2 millions over the 
preceding year and has almost reached the 
manpower target laid down in the Five-year 
Plan. About 1 million skilled workers were 
trained during the year, which is only some- 
what less than the number planned. In addi- 
tion, there was a considerable intake of 
manpower into industrial occupations, mainly 
in the heavy industries, following upon the 
monetary reform, and as a result of demobiliza- 
tion from the army. In the field of transport, 


ay 


‘eb ol 


a 
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the volume of goods transported exceeded the 
planned levels. Inland water and road trans- 
port appear to have taken an increasing share 
in total transportation, in accordance with 
the plan. 

The information available on capital form- 
ation does not make it possible to compare 
actual investment with planned investment. 
It was stated, however, that new investment 
increased by 10 per cent between 1946 and 
1947, and 23 per cent between 1947 and 1948. 
The increase in the rate of investment over 
the two years was thus 35 per cent compared 


3. THE LONG-TERM 


In the summer of 1948, the Organization for 
European Economic Co-operation invited each 
of its member countries to submit a plan 
showing how it intended to maintain its eco- 
nomy without extraordinary outside assistance 
by 1952/53, when financial aid from the United 
States, furnished through the European Re- 
covery Programme, comes to anend. In the 
previous year, these countries had drawn up 
plans for production and external trade for 
each of the four years of the programme. 
These plans! did not extend beyond the 
period of external financial aid and they did 
not, therefore, show how the twin objectives 
of the programme—the restoration of equili- 
brium in the external balance of payments 
and the return to pre-war standards of living 
—could be achieved and maintained when 
foreign aid ended. In the new long-term 
programmes the countries were specially asked 
to demonstrate how they intended to achieve 
a self-sustaining economy in 1952/53 by show- 
ing how their production targets would secure 
an even balance in their foreign transactions 
with the world as a whole, and as far as possible 
with the dollar area also. 


The national programmes submitted to the 
O.E.E.C. have subsequently been reviewed 
and analysed by the Organization in its Interim 


1 Summarized in last year’s SURVEY, pages 156-186. 


PLANS OF WESTERN 


with the increase of 55 per cent in industrial 
production. The increases in the rate of 
investment were above the average in urban 
housing (where more than 60 per cent of the 
total urban housing programme of the Five- 
year Plan was completed by the end of 1948), 
and also in light industry, the food industries, 
in metallurgy and in coal mining. Altogether 
some 4,000 industrial plants were put into 
operation during the first three years of the 
Five-year Plan (out of 5,900 scheduled for the 
entire period) of which about 2,100 were 
completed in 1948. 


EUROPEAN COUNTRIES 


Report.? In this report, it was indicated that, 
while in the separate plans submitted by the 
individual countries the objective of an overall 
equilibrium in the balance of payments is 
attained, the plans themselves are to a certain 


extent оо Е ое да, 
when considered together, too optimistic in 
regard to the trading possibilities with the 
outstde world. It was therefore Concluded 
that, if it were attempted to carry out the 
existing plans without modification there 
would still remain in 1952/53 a deficit in the 
combined foreign accounts of the whole area 
with the outside world amounting to some 
$3,000 million. Hence it was recommended 
that the programmes be modified, and in 
particular that further measures be taken to 
restore foreign payments by accelerating the 
expansion of exports, by increasing the extent 
to which home produce is substituted for 
imports, and by stimulating the production 
in non-dollar areas overseas of the commodities 
that Europe must import. 


The existing programmes which are to be 
examined here are therefore provisional and 
are to be modified also in order to secure a 
higher degree of economic co-ordination be- 
tween the individual members of the group. 
Nevertheless, an analysis of the existing pro- 
grammes should give an indication of the 


"2 Interim Report on the European Recovery Programme, 
О.Е.Е.С. Paris, 30 December 1948. 
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pattern of change that will result from the 
current national plans of the Western European 
countries, and of the nature of the modifica- 
tions that would have to be made to render 
them more consonant with their objectives. 


The primary aim of the production plans in 
each of the programmes is the regtoration of 
the balance of payments of the country con- 
cartel through ths developmont of those 
Ътайсвез of production which increase potential 
exports or provide substitutes for imports. To 
secure ватт wader the changed condi. 
tions of the post-war situation—when in most 
countries imports will have to be financed by 
current exports to a far higher degree than 
before the war—it is necessary, of course, that 
both objectives be pursued simultaneously ; 
the production plans must aim at reducing the 
need to import as well as increasing the ability 
to export. If, however, the aim of increased 
economic co-operation between the different 
Western European countries is not to be 
frustrated, it is essential that a sharp distinction 
be drawn between the objective of increased 
self-sufficiency for the area as a whole in 
relation to the outside world, and increased 
self-sufficiency for the individual countries in 
relation to one another. The programmes as 
they stand, having been drawn ap indepen. 
dently on a national basis, tend to follow the 
process of substituting home production for 
imports without such a distinction between the 
different i rts. While the infor- 
mation contained in the various national 
programmes is not sufficiently comprehensive 
to form a complete view, the available infor- 
mation both on the production programmes 
and on the trade forecasts points to the con- 
clusion that the Peo Oe the ae 
production plans will tend to lessen, rather 
than to raise, the degree of muiual economic 


inter-dependence area. 


Increased autarky, as was argued earlier, 
tends to be the by-product of long-term 
economic planning at the national level. In 
the particular case of the Western European 
countries, the danger is made greater by the 
fact that their imports from overseas consist 
chiefly of foodstuffs and essential raw 


materials which cannot be replaced to any 
marked extent by indigenous production, while 
their imports of manufactures, for which sub- 
stitutes can be found through the development 
of home industries, are largely of European 
origin. 

The Production Targets 


The gross national product of the group of 
O.E.E.C. «countries as a whole (as stated in 
the Interim Report) is planned to increase by 
the order of 20 per cent compared with 1938 
or ТТ. 
average rate of growth of-some 6 per cent рег 
annum is thus considerably less than the 
average increase in agricultural and industrial 
production over the last two years but con- 
siderably more than the annual rise in produc- 
tion in pre-war years. This figure, however, 
is unduly inflated by the inclusion of Western 
Germany, whose gross national product is 
expected to rise threefold over the period. 
Excl ny, t se in 


production i maller—of the 
order_of 3 to_4—per—eent. The increase in 


production assumed in the plans cannot, there- 
fore, be regarded as excessive, particularly 
since the actual increase from 1947 to 1948 
was more than twice as large as the annual 
rate of increase expected in the next four years. 
The increases in production nevertheless appear 
sufficient to leave a larger volume of resources 
available for home use than before the war, 
despite the plans for increased exports in 
relation to imports. 

The information contained in the national 
programmes of seven major O.E.E.C. countries 
on the general level of agricultural and indus- 
trial production planned for 1952/53, is sum- 
marized in Table 99. These seven countries 
account for well over two-thirds of the total 
production of the O.E.E.C. area. With the 
exception of the Bizone of Germany, which 
expects industrial production in 1952/53 to be 
10 per cent above the pre-war level, all the 
countries aim to raise their industrial produe- 
tion to at least 30 per cent above pre-war. In 
France, where production in 1938 was abnor- 
mally low, it is to be raised to no less than 
50 per cent above the level of that year. In 


es a ee a ДУЧЦИ 
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Table 99 


ESTIMATES OF THE LEVEL OF AGRICULTURAL AND INDUSTRIAL PRODUCTION 
IN О.Е.Е.С. COUNTRIES 


Index numbers based on 1938 and 1947 


| 1938 = 100 1947 = 100 
Country 1947 1952/58 1952/53 

Agriculture Industry Agriculture ; Industry Agriculture Industry 
Denmark . 764 111 110¢ 138 1424 124 
France . 81 96 114 151 141 157 
Germany: U.K./U.S. Zone 80 be 40с 100 с 110¢ 1254 275 
Italy . 80 81 105 140 131 173 
Netherlands . 88 6 101 4 102 134 1164 133 а 
Norway . 80 108 110 140 138 130 
United Kingdom . 123 ll4e 150 140 ¢ 122 123 е 


Sources. — The figures are derived from the long-term 
“a Syne published by the member countries of the 


Nores. — The figures for 1947 do not necessarily agree 
with those shown in other chapters owing to differences in 
the bases on which they were computed. In particular, the 
national agricultural indices shown here, which are based 
on domestic prices of agricultural produce in the countries 


agriculture, on the other hand, the targets of 
the different countries provide, in general, for 
lower rates of expansion in comparison with 
pre-war. The United Kingdom, where agri- 
cultural production is to be raised by 50 per 
cent over the pre-war level is, however, a 
notable exception, and there are also to be 
substantial increases in agricultural production 
in France and Turkey. In Western Germany, 
however, no expansion of agricultural pro- 
duction above the pre-war level is planned. 


In comparison with 1947, the expansion of 
agricultural production appears to be much 
more striking, but, owing to the particularly 
bad weather in that year, the figures based on 


1947 tend to give an exaggerated notion of the 


true rate of expansion planned for the next 
four years. 


Agricultural Production 


For the area as a whole, the plans for agri- 
culture provide for higher rates of expansion 


of intensive crops, such as potatoes, sugar eet 


concerned, differ from those in Table 14, which are based 
on standard dollar prices of agricultural produce. 

а Animal products only. 

5 1948. 

с Base of the index numbers : 1936. 

d Base of the index numbers: 1948. 

e Manufacturing only. 


and vegetable oils, than for liv ( ts 
an d extensive crops,-sueh-as-grains. The rates 


of expansion for animal products and grains, 
which are shown in Table 100, range from 6 to 
16 per cent above pre-war, while the output 
of oil seeds will rise to two and a half times the 
pre-war level and the output of potatoes to 
30 per cent above pre-war. 


In total, the agricultural programmes will 
not significantly reduce the need to import 
food into the area as a whole, since the total 


population of the О.Е.Е.С. countries 1 
is expected фо be r_cent_bi in 
193 §, and the increase-in-agriewhurat produc= 


tion will be of the same order аз the increase 
in population. While in the United Kingdom 
the agricultural programme will reduce import 
requirements, and in France and Turkey the 
programmes will raise exportable surpluses, 
these changes will be counter-balanced by the 
higher import requirements of other countries 
whose agricultural programmes will not cover 
the increases in their needs. 
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Table 100 


THE PRODUCTION OF MAJOR AGRICULTURAL COMMODITIES IN 0O.E.E.C. COUNTRIES 
IN 1952/53 COMPARED WITH 1938 
Index numbers — 1935-1938 average = 100 


So EE eee eee 


| 
Country | Ba ary Potatoes peo я) = Milk Meat 
Benelux. 4. & ete 77 102 144 130 104 fe 103 
Denmark? Sac son oss 100 104 112 108 104 
IBY ONCE gs ckeoieia sme 120 121 121 136 189 120 126 
Germany : U.K./U.S. Zone 92 82 130 146 103 100 93 
ое Е 100 102 110 is 108 | 133 | 99 
Мои. пе 110 109 96 121 125 
Ч о О 152 111 215 187 123 150 
United Kingdom... . 164 199 158 131 86 117 98 
Тотат O.E.E.C. countries 
(including others not 
specified)@. ..... 114 116 131 ne 115 111 106 


Sources. — Interim Report on the European Recovery Programme, O.E.E.C., Paris, 1948, and long-term programmes published 


by member countries of the O.E.E.C. 
а Excluding Switzerland. 


There is, moreover, a considerable variation 
in the nature of the individual countries’ plans, 
as is Shown in Table 100. The United Kingdom 
aims mainly at the substitution of home 
production for imports and thus concentrates 
largely on increasing the production of grains. 
The plans of the other countries (with the 
exception of France and Turkey) concentrate 
more on animal products and intensive crops 
with a view to increasing the standards of 
home consumption and the profitability of 
agriculture. France plans a substantial all- 
round development of agricultural production, 
in order to produce exportable surpluses both 
of grains and meat which will reduce the 
degree of dependence of the area as a whole 
on imports from overseas. In the Bizone of 
Germany, the production of grains will be 
considerably below pre-war and will lag behind 
the general increase in agricultural production. 
The dependence of Western Germany on 
imports of grain will therefore be greatly 
increased as a result of this fall in production 
and the extraordinarily large increase in the 


population of*the area, which is, moreover, 
expected to continue in the next four years. 


Industrial Production 

The industrial expansion programmes of the 
various countries given in Table 101 (pages 182- 
183) show a much greater similarity of pattern. 
With the exception of Western Germany, for 
all countries for which figures are available 
the highest rates of expansion are found in the 
heavy MWaustries’ Outside Gormanye the_pro- 
duction of crude and finished steel, dyestuffs, 
alu um, machine-tools @ us fer- 
tilizers—all show planned rates of expansion of 
TO noe cen ВО per cont ав against the 35 to 
40 per cent expansion in industrial production 
as a whole. On the other hand, the available 
figures for textiles (cotton yarn and cotton 


piece-goods) show rates of nsider- 
ably below the average rate of increase of 


industrial production as a whole. ; 
The total consumption of fuel and power is 


planned to rise to 29 per cent above pre-war. 
Of this, coal production will rise by only 11 per 
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cent, whilst hydro-electric power generation 
will rise by 130 per cent and oil consumption 
by 110 per cent. The increased overseas 
expenditure resulting from the rise in oil con- 
sumption is to be offset, however, by the large 
increase in refining capacity which is a striking 
feature of the plans. The throughput of 
oil in refineries is to be raised in relation 
to pre-war by nearly 7 times for the Benelux 
countries, some 3 times for France, 6% times 
for the United Kingdom, 13 times for Italy 
and no less than 30 times for Sweden. 


The steel production of the area is planned 
to be some 40 per cent above pre-war, which 
is the result of a reduction of some 25 per cent 
in the production of the Bizone of Germany 
and a rise of some 70 per cent in the other 
countries. The expansion of production out- 
side Germany is fairly evenly spread between 
the various countries ; Belgium, France, Italy, 
Norway, Sweden and the United Kingdom all 
plan to increase their steel production between 
40 and 100 per cent. In the case of aluminium 
also, the production programmes of most 
countries show high rates of expansion of the 
order of 100 per cent or more above pre-war. 
Similarly in the chemical industries, very large 
expansions are planned. The production of 
both nitrogenous fertilizers and dyestuffs will 
be approximately doubled during the period 
of the programmes. The overall expansion 
of chemical production will be the result of 
increases which are to take place in all the 
main producing countries; the largest per- 
centage increases are planned by countries 
such as Benelux and Italy, whose production 
was comparatively small before the war. 


In the case of the textile industries, the 
moderate increase planned for the cotton 
industry аз a whole reflects the adaptation of 
the various countries’ production to the changed 
OE ee er tion of the 
world. The decline in the production of cotton 
Products, however, is an inadequate measure 
of the changes in the textile industry as a 
whole. As can be seen from the following 
figures, artificial_fibr ` cts 
will become increasingly important while the 


woollen industry wi еспие relative 


importance as much as the cotton industry : 


The Percentage Increase from 1938 to 1952/53 in 
the Production of Selected Textile Products in the 
O.E.E.C. Countries 

% % 
Cotton yarn .... 9 Заре вые .... 269 
Cotton piece-goods . 19 Continuous filament 


Woollen and worsted Varn oy ee 137 
piece-goods. . . . 23 Synthetic fibre piece- 
Woolyarns .... 21 goods 2 ть. 60 


Comparing the plans of individual countries, 
it appears from the figures in Table 101 that, 
while the production of cotton goods will 
increase only slightly in the major producing 
countries, a considerable expansion is planned 
in Benelux and in the group of “ Other O.E.E.C. 
countries ”, which in this case chiefly refers 
to Switzerland. 


The increase in the production of machinery 
and equipment is one of the most important 
elements of the national programmes. The 
output of engineering products as a whole В 
to Tise—by—4+7per cert—over—pre-war—in—the 
О.Е; Е.С: countries inctuding—Western Ger- 
many. The increase in production will be of 
the order of 60 per cent or more in Benelux 
France, Italy and the United Kingdom, while 
in the Bizone itis to rise to 4 per cent above 
the pre-war level. The production of machine- 
toots—will be 39 per cent above pre-war; in 
Germany, it will be 20 per cent below the 
pre-war level (which was abnormally high) 
while in the other countries it will be more 
than 60 per cent above pre-war. The highest 
rates of expansion are shown for Benelux and 
France (where output is to reach 410 per cent 
and 237 per cent of pre-war respectively), both 
of which are countries whose pre-war produc- 
tion was relatively small. 


The extent to which plans are being made 
to reduce the dependence of Western Europe 
on imports of capital equipment from the 
United States is illustrated by the programmes 
for the production of crawler tractors. This 
type of tractor was not produced in Europe 
on a significant scale before the war. By 
1952/53 the production of crawler tractors will, 
however, have been developed in no less than 
four of the O.E.E.C. countries, and the resulting 
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Таз 


THE PRODUCTION ОЕ RAW MATERIALS AND INDUSTRIAI 


In physical units or million 


Petroleum Electric Rolled-steel oes 
Hard coal products power Grade steel products ны 
Country Year * (Gon tans) (thousand tons) (million kWh) Ооо tenn! (million tons) (thousand =a 
mae Ра | Р. _ : Per 
Unite eas Pe) nit, В | Unit | cent | Unit | comm 
Pre-war 43.1 100| 805 : 100 8.8 : 100 5.0 100 3.8 100 
Benelux ... 1947 34.5 80'171:266' 1 157 WILE. Teer Ace 4.7 94 | 97 | 
1952/53 44.0 102 | 5,499 : 683 | 18.7 : 218 8.7 174 Te 189 a 
Pre-war 46.5 100 | 4,800 100 | 18.8 : 100 9.1 : 100 5.9 : 100| 32.1 100 
France... . 1947 55.7 : 120 | 4,434 : 92| 25.5 : 136 6.589 4.5 : 76| 53.4 166 
1952/53 75.0 : 161 13,330 : 278 | 41.8 | 222 | 14.5 - 159 10.7 : 181| 105.0 89 
Germany : Pre-war 135.8 | 100 | 1,555 100 27.66: 100 14.6 100 10.4 : 100 43.5 : 100 
U.K./U.S. 1947 72.54: 53 270 : 17| 16.2>: 59 3.0 "т en re eae гы. 17 
Zone| 1952/53 | 127.8 | 94| 2,475 : 159| 38.6 © 140) 10.7 : 73 77 o ye ВОВ 138 
Pre-war 1.5 100 673 | 100| 15.4 : 100 2.2 : 100 1.7 : 100| 19.6 : 100 
2 1947 1.2 80 | 1,124: 167| 19.9 : 129 Е 14 82| 25.1 : 128 
1952/53 2.1 : 140 | 8,785 11,305 | 32.8 : 213 3.0! = 936 2.4 : 141| 45.0 : 230 
Pre-war SSO 100 8.20: Boats 1.018 100007 0 ВИ 
Sweden ... 1947 a 488 {1,061 | 13.5 : 165 1:1 484210 0.8 : 114 3.0 : 44 
1952/53 — | —| 1,400 3,043 | 23.6 | 288 2.0 : 200 1.4 : 200 4.0 | 200 
United Pre-war | 230.6 : 100 | 2,550 : 100 24.44: 100| 11.4 : 100 8.4 : 100| 18.4 ! 
Kingdon 1947 200.6 : 87 | 3,084 : 121| 42.69: 175 | 12.7 : 111| 10.5 : 125 | 29.3 
1952/53 | 257.0 : 111 |16,777 : 658 | 55.04: 225 | 17.0 | 149| 13.1 156 | 36.0 | 
th ЕЕ. Pre-war Cet ee Teh що ОО. : 100 1.1. :: 100. | 30.8. - 
я 1947 а го er о а 45 | 47.1 : 
1952/53 же № oe Poe PRTG с р 1.2 TTI IOS 9 6 а 
TOTAL : : 
Including : : 
U.K./U.S. | Pre-war | 457.5 | 100 10,429 : 100 | 124.2 : 100 | 44.0 : 100| 31.9 : 100 | 186.4 
Zone of 1947 364.5 : 80 |10,666 : 102| 156.3 : 126) 30.2 : 69| 23.4 : 73| 165.1 | 
Germany -| 1952/53 | 505.9 : 111 [48,266 : 463 | 248.0 : 200| 57.1 | 130| 44.0 : 138 | 391.0 : 
Excluding BE, cai re J 
U.K./U.S. | Pre-war | 321.7 : 100 | 8,874 ; 100) 96.6 : 100| 29.4 : 100) 21.6 | 100 | 142.9 
Zone of 1947 292.0. : 91 10,396 : 117 | 140.1 | 145 | 97.3: 93) 93° 99) 9 
Germany . 1952/53 | 378.1 : 118 |45,791 : 516 | 209.4 : 217| 46.4 : 158| 36.3 > 169 | 331.0 


Sources. — The figures are derived from the long-term programmes of individual member countries of the О.Е.Е.С. and 
the reports of the Technical Committees of the O.E.E.C., supplemented by figures of the Electric Power Division and the Coal 
Division of the Economic Commission for Europe and national statistics. 


NoTEs. — Other O.E.E.C. countries comprise Austria, Denmark, Norwa ‚ Switzerland and the French Zone of 
Germany, with the following exceptions : the French Zone of Germany is cxehided font the figures for electric power себе 
steel, equipment goods, nitrogenous fertilizers, cotton yarn and cotton piece-goods. Austria and Norway are excluded from the 
figures for equipment goods and dyestuffs, and Switzerland from the figures for equipment goods. 


MMODITIES IN THE О.Е.Е.С. COUNTRIES 


dollars and percentages 
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Machinery Mach; Nitro 
: tool: genous 
4 equipment ae aa : fertilizers Dyestufis Cotton yarns See ds 
ili millio $ 5 
а prices) | Meh 48 priges) мы oes (thousand tons) | (thousand tons) она tone) Year* Country 
„ _: Per . : Per зе БЕ Е ae 
Зи cent | Unit | Gem | Unit 2 | unit | Е So Cea ae 
674 100 10 : 100 172 : 100| 2.2 : 10| 114 10| 17: 100| Pre-war 
692 - 103 28 280 218) 127 1.9 86 hace 1947 Benelux 
202 - 178 41 410| 435 | 253| 6.9 314 156 : 187 167 : 143| 1952/53 
‚70 = 100 38 - 100 196  100| 11.5 10| 250 100 1008 8100) “Preswae 
me Pe es 56: 147 148 : 76| 16.0 : 139 1947 France 
800 : 164 90 : 237} 350 : 179| 27.9 243 | 254 : 102| 188 : 118 | 1952/53 
360 : 100| 121¢ 100| 344¢. 100| 48.0 10 234 10| 145 100 Pre-war | Germany: _ 
а ake ВСН 56! аз 9 1947 коз 
-463 — 104 9 79| 5064. 147 33.0 69| 240: 103| 150 : 108 | 1952/53 Zone 
870 : 100 67: 100 109 | 100| 125 100 178 : 100 95 | 100| Pre-war 
690 : 79 БЕ 87 Sh в. Ye G8 1947 Italy 
.390 | 160 120 : 179| 220 : 902 | 22.0 : 176| 210: 118| 122 : 128| 1952/53 
АЯ 15 : 100 т eee р iu. | Pre-war 
Crea р 19 : 238 с аа 1947 Sweden 
Loe oe 4-160 21: 268 ian №. ие: т. re i: teem 1952/53 
825 | 100| 120 10| 123 10| 28.5 10| 476 10| 316 | 100) Pre-war | 1, 
2480 123] 15: 96) 254 : 207| 33.9 : 119 2 ee ete 
„600 163 160 ‹ 133| 305 : 248 | 60.0 : 21| 485 : 102| 350 | 111 | 1952/53 8 
165 = 100 53. 100| 102 | 100| 20.2 100 65 © 100 38 | 100| Pre-war 
O75 106 }0) 38%: 62 | (187 } 134) 17.1 2 85 serene Otis Oe 
225 : 136 58 ‹ 109| 276 : 271| 25.2 : 125 78 : 120 55 : 145 | 1952/53 
TOTAL: 
: Е : Including 
604 : 100| 424 : 100| 1,054 : 100| 122.9 : 100|1,317 © 100| 871 : 100) Pre-war | U.K./U.S. 
и, ВО (261.074. 4202787: 68 1947 Zone of 
3685. : 147| 589 : 139| 2,113 | 200 | 175.0 : 142| 1,423 : 108 | 1,032 ; 118) 1952/53 Germany 
: а dl = Excluding 
4244 | 100| 303 : 100| 710 ; 100| 74.9 . 100 | 1,083 : 100 | 726 | 100 | Pre-war U.K./U.S. 
$i Be Sel ries 312 : 103| 853 : 120| 77.4 : 103 1947 Zone of 
217 : 164| 493 | 163| 1,607 | 296 | 142.0 — 190 | 1,183 : 109) 882 : 121 1952/53 Germany 
— * The pre-war base is 1935-1938, except for hard coal (1938), electric power (1938), machine tools (1938), dyestuffs ( 1937), 


Я cotton piece-goods (1938). 
a Including the French Zone. 
ь Grid production only. 


с 1936. 


а Authorized undertakings only. Excluding Northern Ireland. 


кри В 
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output will be sufficient to permit imports from 
dollar sources to be reduced to a very low 
level. 


The Production Pattern 


The examination of the production pro- 
grammes reveals certain clear trends. First, 
there is a definite concentration on the 


development of the heavy industries. Secondly, 
it appears that the trend of industrial develop- 


ment is towards a стеабег dispersion of 
Е реа ae 
fication of the industrial structure of individual 
countries than was the case before the war. 
This dispersion is, in part, the corollary 
of the changed position of Germany, which 
will not regain the predominant position 
in the steel, engineering and chemical indus- 
fries which 1t held before the war. But in 
part it reflects a more general desire of coun- 
tries to develop those branches of manu- 
facturing production in which they were 
relatively weak in the past. Thus, in the case 
of such widely divergent commodities as 
dyestuffs, steel, machine-tools and cotton 
goods, it is the sediment whose pre-war pro- 
duction was ; ed 
to be most idee on imports И plan 
the reaTest_expansionsaf_output—for. the 
future. The similarity of the expansion pro- 
grammes of the different countries is in itself 
a reflection of the desire to cover. increased 
needs as far as possible by home production. 
The expansion of textile production in coun- 
tries like Benelux and Switzerland, the deve- 
lopment of watchmaking industries in Sweden 
and other countries, and the introduction 
of the manufacture of crawler tractors (which 
were not previously manufactured on a signi- 
ficant scale in Europe) in four countries 
simultaneously, are further examples of this 


оперу SO diversification _in_the_national 
economies which may involve the sacrifice of 
the inherent advantages which intra. European 
specialization in industriel-devetopment could 


provide. 


Since statistical information on future pro- 
duction is available for only a limited number 
of commodities, it is difficult to judge how 


far this tendency to the dispersion of pro- 
duction is likely to be carried. However, 
an analysis of the programmes for trade 
between the O.E.E.C. countries and a сот- 
parison of the trade plans with the production 
programmes lend further support to the view 
that the scale of international specialization 
in the industrial field will be less at the end 
of the period of the current programmes than 
it was before the war. 


The Trade Plans 


The trade programmes of the O.E.E.C. 
countries аз а group are summarized in 
Table 102, which shows their planned imports 
and exports in trade with the outside world, 
in trade with the dependent overseas terri- 
tories and in trade with other O.E.E.C. coun- 
tries. In trade with the outside world, imports 
at the end of the the programmes are planned 
to be about the same as before the war, while 
exports are planned to be about one- -third 
above pre-war. In trade with the dependent 
overseas territories the volume of imports is 
egies to be 38 per cent. ab - -28 
undertaken and which should secure increased 
supplies of fats, oils, non-ferrous metals and 
other scarce primary products. (The increase 
in supplies from these territories, although 
proportionally large, will, however, be equal 
in value only to 2 per cent of total imports.) 
The volume of trade between the O.E.E.C. 
countries themselves is expected to rise by 
some 50 per cent between 1947 and 1952/53, 
and thus to regain its pre-war level. Thus 
imports originating from O.E.E.C. coun- 
tries will represent a higher proportion of 
total imports in 1952/53 than in 1947. It 
is to be noted, however, that both imports 
from the outside world and imports from other 
O.E.E.C. countries will stand in the same 
relation to 1938 at the end of the programmes 
so that, in relation to pre-war, there appears 
to be no general substitution of intra-O.E.E.C. 
trade for overseas trade. 


In trade with the outside world, the change 
in the relation between total exports and total 
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Table 102 


THE TRADE OF THE O.E.E.C. COUNTRIES IN CONSTANT PRICES 
Thousand millions of dollars in 1948/49 prices 


Imports from the outside world. 
Index . ео 


Imports of the United Kingdom, France, Benelux 
and Portugal from their own dependent overseas 
territories . 

Index . 


Imports of O.E.E.C. countries from other О.Е.Е.С. 
в and their dependent overseas territories 
ndex . 


TotaL IMPORTS 
Index . 


Change from 


Exports to the outside worl 
Exports of the United Kingdom, France, Benelux 
and Portugal to their own dependent overseas 


territories . 
Index . 


Exports of О.Е.Е.С. countries to other О.Е.Е.С. 
countries and their dependent overseas territories 
Index . — 


ToTaL Exports 


1947 1948/49 1952/53 1947 to 

: 1952/53 

12.5 12.9 ASO: 4 

95 99 : 

1.7 2.2 4 0.5 
125 138 

6.2 9.6 43.4 
82 101 

20.4 24.7 44.3 
92 102 

5.4 10.6 45.2 
78 133 

1.3 2.0 2.4 41.1 
165 194 

6.2 7.7 9.9 43.7 
83 107 

12.9 15.9 22.9 + 10.0 
86 124 


Index . 


Sources. — Interim Report on the European Recovery Pro- 
gramme, O.E.E.C., Paris, 1948, and the long-term programmes 
published by the individual member countries of the O.E.E.C. 
The figures for 1947 and certain of the figures for 1938 were 
computed from national trade statistics. 


Мотез. — Trade with the dependent overseas territories 
is included under two headings. The first shows the trade of 


imports conceals considerable divergences in 
the trade plans of the individual countries. 
As Table 103 shows, the relatively low level of 


imports in relation to exports 18 t 
entirely due to the import programme of the 
United Kingdom, which alone accounts for 


some 40 per cent of the total imports of the 
group, and which intends to restrict imports 


- Oe ee 
from the outside world in 1 than 
80 per ceont-while rgising-exporte-to—146 per 


the countries possessing dependent overseas territories with 
their own dependencies, while under the second heading the 
exports and imports of all the O.E.E.C. countries to and 
from dependent territories other than their own dependencies 
are included with trade between the metropolitan territories 
of the O.E.E.C. countries. Owing to rounding, the indices 
do not coincide exactly with the percentage difference in 
the value figures above. 


cent of the pre-war level. If the United King- 
dom is excluded, the imports of other O.E.E.C. 
countries stand at 21 per cent and exports 
at 26 per cent above the pre-war level, so 
that the contemplated changes in the relation- 
ship of exports to imports are not so signifi- 
cant. If both the United Kingdom and 
Western Germany are excluded, the remaining 
O.E.E.C. countries intend to raise both exports 
and imports to 123 per cent of pre-war. 
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Table 103 


THE VOLUME OF TRADE ОЕ О.Е.Е.С. COUNTRIES WITH THE OUTSIDE WORLD 
Index numbers and value in millions of dollars 


IMPORTS EXPORTS 
Value 
Index numbers Value Index numbers ; illions 
Ee in millions 1938 = 100 in millio 
Country BRE of dollars@ ( ) of dollars@ 


1947 | 1948/49 | 1952/53 


1952/53 


1952/53 1948/49 | 1952/53 


Actual | 


Benelux . 

France . и 
Germany : Western zones 6 
Italy . 

Sweden . и 

United Kingdom . 


Programme 


Actual Programme 


1,266 
788 
1,707 
759 
510 
4,600 


Total O.E.E.C. countries с 
(including others not specified) 


Total O.E.E.C. countries с 
(excluding the United Kingdom) 


Total O.E.E.C. countries с 
(excluding the United Kingdo 
and Western Germany) .... . 


Source. — Interim Report on the European Recovery 
Programme, O.E.E.C., Paris, 1948. 
Nores. — Trade with the dependent overseas territories 


of member countries is excluded. The figures thus show 
the exports and imports of member countries of the 
O.E.E.C., excluding Switzerland, to and from the rest of the 
world, excluding the dependent overseas territories of the 
member countries. 


ап 1948/49 prices. 


In intra-O.E.E.C. trade, which is summa- 
rized in Table 104, Italy and Western Germany 
plan the largest increases of both imports 
and exports from 1947 to 1952/53. But while 
in the case of Western Germany both exports 
and imports will remain appreciably below 
the pre-war level, Italy plans to raise 
exports to more than 50 per cent and imports 
to 26 per cent above pre-war. The United 
Kingdom plans to restrict her imports to 
less than 80 per cent of pre-war in 1952/53, 
but her exports to other participating countries 
are planned to be appreciably above pre-war, 
although they will be some 10 per cent lower 
at the end of the programmes than at the 


133 10,577 


123 4,270 


b In computing this table it was assumed by the O.E.E.C. 
that 30 per cent of the other member countries’ imports 
from Germany in 1938 came from Eastern Germany, and 
that 35 per cent of their 1938 exports to Germany went to 
Eastern Germany. It was also assumed that 65 per cent 
of Germany’s 1938 imports went to Western Germany and 
that 70 per cent of Germany’s 1938 exports came from 
eee Germany. No allowance was made for inter-zona] 
trade. 


с Excluding Switzerland. 


beginning. The relatively low volume of 
total trade in 1952753-ts-primarily the resuit 
of the low levels of trade planned by the 
United Kingdom and Germany. If these 
two countries are excluded, the remaining 
countries plan to import and export some 
15 per cent more than before the war in trade 
with other O.E.E.C. countries. 


The low levels of imports of these two 
countries account also for a large part of 
the discrepancy between the import forecasts 
and the export forecasts. As Table 104 
shows, the total exports of O.E.E.C. countries 
to one another are planned to be some 
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Table 104 


THE VOLUME OF TRADE AMONG О.Е.Е.С. COUNTRIES AND THEIR DEPENDENT 
OVERSEAS TERRITORIES а 


Index numbers and value in millions of dollars 


IMPORTS а 


Index Numbers 


EXPorTs а 
‹ Value vane 
in milli Index Numbers г и 
‘of ations (1938 = 100) in millions 
= of dollars 


1947 | 1948/49 [ 1952/53 | 1952/53 


1947 | 1948/49 | 1952/58 | 1952/53 


arr (1938 = 100) 
Actual | Programme | Actual Programme 
О < ^, соо аа № (54 se) + 34. RAL SL 85 100 102 1,755 69 
Franco о ree wn 72 86 110 1,026 74 
Germany: Western zones®> ... . 19 47 81 1,207 24 
TENGE Vk соо ИЕ 54 63 126 749 95 
Sweden . 107 113 129 717 66 
Бао... 8 53 71 78 1,943 98 
Total O.E.E.C. countries с = 
(including others not specified) . 65 82 101 9,711 67 
Total O.E.E.C. countries с ТЕ 
(excluding the United Kingdom) . 69 85 111 7,768 61 
Total O.E.E.C. countries с 
(excluding the United Kingdom 
and Western Germany)... . - 83 95 119 6,561 72 


Sources. — The figures for 1948/49 and 1952/53 were 
derived from the Interim Report on the European Recovery 
Programme, О.Е.Е.С., Paris, 1948, and the long-term рго- 
grammes published by member countries of the O.E.E.C. 
The figures for 1938 and 1947 were computed from national 
trade statistics. 


a The exports and imports of those O.E.E.C. countries 
which possess dependent overseas territories to and from 
their own dependencies are excluded. The figures show the 
trade between the metropolitan territories of the O.E.E.C. 


Ч per cent above pre-war, while the total 
imports are to be approximately at the pre-war 
level. 


114% must be borne in mind that the two sets of 
estimates are not entirely comparable with each other, 
since imports into Switzerland are excluded and imports 
originating from Switzerland are included on the import 
side, while exports from Switzerland are excluded and 
exports destined for Switzerland are included on the 
export side. The same is true of the trade between 
member countries and dependent overseas territories 
other than their own (the trade of member countries 
with their own dependent overseas territories is excluded 
altogether). In addition, on the import side, mineral 
oil is included, while on the export side, the oil exports 
of the United Kingdom are excluded, since they are 
treated as an invisible item in the balance of payments. 
On account of this last factor, the discrepancies between 
the import and export targets are larger than is apparent 
from the figures. 


countries plus the trade of the O.E.E.C. countries with depen- 
dent overseas territories other than their own. 


bIn computing this table, it was assumed that 70 per 
cent of the other member countries’ trade with Germany in 
1938 consisted of trade with Western Germany. Similarly 
it was assumed that 70 per cent of Germany’s exports and 
imports to and from the other O.E.E.C. countries in 1938 
represented the trade of Western Germany. No allowance 
has been made for inter-zonal trade. 


с Excluding Switzerland. 


The main causes of the difference appear to 
be: the unexpectedly large export surplus of 
agricultural produce planned by France, for 
which the plans of the other countries made 
no allowance; the desire of the Bizone of 
Germany and of other countries to sell machi- 
nery and equipment in excess of the amounts 
which the importing countries plan to buy ; 
and, finally, the general desire of the О.Е.Е.С. 
countries to sell textile products to one another 
while refusing to buy them. 

In Table 105 the export and import targets 
of a number of O.H.E.C. countries are com- 
pared with their targets of industrial and 
agricultural production. The table shows 
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that, in spite of the large increase planned 
in overseas exports, the export targets to the 
outside world will not imply any sig t 
increase compared with pre-war in the pro- 
portion of home production destined_ for 
overseas exports, although there is a notable 
rise in the relation of exports to production 
between 1947 and 1952/53. In the case of 
imports from the outside world, a very large 
reduction is planned in the relation between 
imports and production between 1947 and 
1952/53, and in the latter year this relationship 
will be reduced to three-quarters of its pre- 
war level. A comparison of the movements 
of the ratios of imports and exports to home 


production over the programme period in 
relation to pre-war suggests that, on the 
production side, far greater emphasis is being 
placed on import saving and the development 
of industries providing substitutes for overseas 
imports than on the expansion of industries 
providing exports. 


Table 105 shows also that the volume of trade 
between the O.E.E.C. countries themselves 
will also lag considerably behind the increase 
in the volume of production so that the member 
countries will exchange a lower proportion of 
production in trade between themselves than 
was the case before the war. 


Table 105 


CHANGES IN THE LEVEL OF TRADE IN RELATION TO PRODUCTION 
IN О.Е.Е.0. COUNTRIES 


Index numbers — 1938 = 100 


Benelux France 


Item 


Germany : Е 
Western Italy Swedena eae | ToTAL® 
zones 5 
: 1952] :1952/ :1952/ :1952/ :1952/ :1952] : 1952] 
194753 1947 58 | 1947: 53/1947: 53 1947: 53 1947 : 53 || 1947 53 


Indices of production and trade 


Industrial and agricultural pro- 


duction 95 : 125 | 90 
Trade with the outside world : с . 
Importiiges ра. оаь cat! 1030: 107 | 1390107 
Exports: S-.0s).cwene 2 56 122 | 65: 145 
Trade with member countries : @ 
importe =.) 92%. Зо 0 [1850108127250 
Ч О acerca rics 69: 100 | 74: 118 


140 | 43 108 


43 : 114 | 156: 137 


81 127 | 121 134 | 109: м1 || 85 129 


157 | 115 | 81: 78 || 96. 99 


5: 128 | 54: 134 | 85 13 |101 146 || 68 133 
19: 81| 54: 126 | 107 129 | 53 78| 65 101 
24: 78| 95 156 | 66 76| 98: 10| 67. 107 


. > 5 3 
Ratio of trade indices to production indices 
: | : E : : Е Е 


Trade with the outside world с 
in relation to production : 


Imports 

Exports 59: 98| 72: 104 
Trade with member countries 4 

in relation to production : 

Imports 89: 82| 80: 79 

Exports 73. 80 


82. 84 


108: 86 | 154: 76 | 100: 106 | 193. 108 | 130. 86 


44 15| 67 99 
56 172 


94165 1413: 197 


7 19| 67: 106 | 70: 84| 93: 104 80 : 103 


49: 55 76 18 
90. 78 79. 83 


88 96 
114: 199 1055 ay, 


ь ‘ i : Е 


Sources. — The figures are derived from Tables 99, 103 and 
104 in this chapter and from the long-term programmes of 
member countries of the O.E.E.C. The indices of industrial and 
agricultural production given in Table 99 have been combined 
by applying the estimated values of industrial and agricultural 
production shown in Table 16. 


а Estimates based on the assumption that industrial and 


agricultural production move parallel with national income. 
bIncluding other member countries not specified. 
¢ Excluding trade with the dependent overseas territories. 


4Including trade with the dependent overseas territories. 
The exports and imports of those O.E.E.C. countries which 
possess dependent overseas territories to and from their 
own dependencies are, however, excluded. 
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Table 106 


PLANNED IMPORTS OF 
О.Е.Е.С. COUNTRIES FROM EACH OTHER, 
BY COMMODITIES 
Millions of dollars in 1948/49 f.0.b. prices 


Commodity group | 1948/49 | 1952/58 


1. Agricultural produce for animal 


and human consumption. . 1,614 2,033 
2. Mineral solid fuel. ..... 554 920 
3. Crude oil and petroleu 

PROGUGESine бе на д. 379 528 
4. Metals and ores, raw and semi- 

finished : 949 1,147 
5. Textile materials and products 

(excluding clothing). . . . 917 810 
6. Machinery, equipment and 

apparatus . Ie Bc 1,122 1,103 
TREN DOL а rites) «yi г & 298 336 
ОО ет asa ANY ood. 167 174 
9. Other commodities 1,760 2,661 

ODA Tac 7,760 9,712 
Source. — Interim Report on the European Recovery 


Programme and Report to the Economic a aes Admi- 
nistration on the First Annual Programme, O.E.E.C., Paris, 
1948. 


Nore. — The figures show the planned imports of all the 
O.E.E.C. countries, excluding Switzerland and the dependent 
overseas territories, from all the O.E.E.C. countries, including 
Switzerland and the dependent overseas territories, but 
excluding the imports which Benelux, France, Portugal and 
the United Kingdom—the countries possessing dependent 
overseas territories—expect to obtain from their own depen- 
dencies. 


This decline in intra-O.E.E.C. trade in 
relation to production is also reflected in the 
commodity composition of the trade between 
the O.E.E.C. countries shown in Table 106, 
where imports planned for 1948/49 and 1952 /53 
are given by commodity groups. It appears 
that the increase in the volume of trade 
between fhese two periods is limited to agri- 
culfural products and raw materials (like 
solid fuels, oil and petroleum, metals and 
ores) and to the group of non-specified_com- 
modities. In _ machiner nD ipment, 
and in fertilizers, the volume of trade remains 
ab @ Same ; in textiles it shows an ac ual 
аесние— Тб tact that the volume of trade 
within the O.E.B.C. area in machinery, equip- 
ment and fertilizers remains constant over 
the period, while the aggregate production of 


these goods, as was shown in Table 101, is 
planned to rise very substantially (by nearly 
50 per cent in the case of equipment goods, and 
over 100 per cent in the case of nitrogenous 
fertilizers), is a clear indication that the pro- 
duction plans of the various countries aim aia 
reduced dependence on intra-European trade. 
In the case of machinery and equipment, 
this is all the more significant since the level 
of imports fr is planned 
to be reduced very considerably over the 
period. In the case of textiles (including both 
raw materials and textile products) the total 
volume of trade between the participating 
countries is expected to decline from $1,462 
million in 1938 to $1,143 million in 1952/53 
(in 1947 prices) or by 22 per cent.1 At the 


Table 107 
CHANGES IN THE RELATIONSHIP OF 
IMPORTS TO HOME SUPPLY OF SELECTED 
COMMODITIES IN THE O.E.E.C. COUNTRIES 
Imports as a percentage of total home supply 


Commodity | 1938 | 1947 | 1952/53 
Crude steel@..... 0.07 0.6 — 
Rolled steel products 11.7 17.3 7.9 
Petroleum products® .. . 71.7 69.0 29.8 
Paper and cardboard . 12.8 10.3 
Machine tools in relation to: 
total imports from all 
sources es Ae he 25.2 39.3 23.5 
imports from participating 
countries . hess 9.3 18.2 11.4 
Cotton yarn mae 3.4 2.6 2.2 
Staple fibre ...... 7.3 1.8 0.5 
Continuous filament yarn . 10.8 4.3 2.6 
Rayon yarn Е 10.9 4.3 2.6 
Wool yarn. .... Sd 3.7 2.6 
Cotton piece-goods . 5.0 8.4 5.5 
Woollen piece-goods . . 4.6 3.8 2.9 
Synthetic fibres piece-goods 6.0 9.2 2.9 
ee SS 
Sources. — Reports of the Technical Committees of the 
O.E.E.C. 
Nore. — The figures show the weighted average of the 


ratios of imports from all sources to home supplies for all 
the O.E.E.C. countries—except where it is noted that 
countries have been excluded for lack of information. ‘‘ Home 
supply ” is defined as production minus net exports or plus net 
imports. 

a Excluding Denmark, Iceland, Ireland and Switzerland. 

b Excluding Benelux, Denmark, Switzerland, the French 
Zone and the U.K./U.S. Zone of Germany. 


с Excluding crude petroleum. 


1The figures refer to a wider category than those 
shown in item 5 in Table 106. | 
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same time, production and consumption are 
planned to be at least 10 per cent higher, 
so that the relationship of intra-O.E.E.C. 
trade to consumption may be no more than 
two-thirds of pre-war. 


Further evidence of the diversification of 
industries and the consequent reduced scope 
for intra-European trade in manufactures 
can be found in the reports of the Technical 
Committees of O.E.E.C. which contain more 
detailed estimates relating to the production, 
imports and exports of particular products. 
In Table 107 the changes in the relation of 
imports to home supply between 1938, 1947 
and 1952/53 are shown for a number of 
products. The percentage relation between 
total imports and home supplies (defined as 
production plus net imports or minus net 
exports) is perhaps the best measure of the 
degree of self-sufficiency of the national 
economies in particular commodities. 


Most items show appreciably lower ratios 
of imports to home supplies for 1952/53 than 
for either 1938 or 1947. For a number of 
items the decline is even more marked in 


Table 108 


THE BALANCE OF PAYMENTS 
OF THE O.E.E.C. COUNTRIES WITH THE 
OUTSIDE WORLD 


Thousand millions of dollars in current prices 


Pro- 
grammea 


1952/58 


Actual 


Imports, f.o.b. . 
Exports, f.o.b. . 


Source. — Interim Report on the European Recovery Pro- 
gramme, O.E.E.C., Paris, 1948. 
Nore. — The figures show the transactions of the Euro- 


pean countries which are members of the O.E.E.C., excluding 
Switzerland, with the rest of the world, excluding the depend- 
ent overseas territories of the O.E.E.C. countries. 


а In 1948/49 prices. 
b Including the estimated net balances of the Benelux, 


French and Portuguese dependent overseas territories, 
amounting to $250 million in transactions with the dollar area. 


relation to 1947 than to 1938. It must be borne 
in mind that the figures generally relate to 
imports from all sources and a decline may 
therefore reflect a fall in imports from over- 
seas rather than from European sources. In 
the case of machine-tools, separate figures 
are available both for total imports and for 
imports from other member countries, and 
these show that the decline in the ratio of 
imports to consumption over the programme 
period will be equally great in both cases. In 
relation to pre-war, however, there is a moderate 
increase in the proportion of imports from 
European sources. 


The Balance of Payments with the Outside World 


Table 108 shows the estimated balance of 
payments of the O.E.E.C. countries for 1952/53 
compared with 1938 and 1947.1 On the basis 
of the national programmes, the overall deficit 
in the balance of payments would be reduced 
to. some million in 1952/53, which in 
turn is the result of a deficit of $1,300 millicn 
with North America, а small deficit with other 
areas, and a surplus of some $650 million 

th the_non-participating Sterling Area 


with the_non-p ing Sterling Area.? 


1 The figures in Table 108 are based on O.E.E.C. 
estimates, and those for 1947 do not agree with the 
estimates presented in Table 73, Chapter 6 above. The 
differences arise- in the constituent items rather than 
in the total balance on current account, and are partly 
due to differences in definition. In Table 73, Chapter 6, 
both merchandise and invisible transactions with the 
dependent overseas territories are included, whereas the 
О.Е.Е.С. estimates exclude them. More important is 
the difference in the current balance on invisible account. 
On the basis of the estimates of the International 
Monetary Fund for Europe as a whole, given in Table 71, 
Chapter 6, the net balance of O.E.E.C. countries on 
invisible account in 1947 would appear to have been 
zero, as is shown in Table 73. The Interim Report of 
the O.E.E.C., on the other hand, estimates it around 
minus $750 million for 1947. Some of this difference 
may be accounted for by the difference in definition in 
that the estimate of the International Monetary Fund 
includes the receipts from the sale of surplus property 
(chiefly of the United Kingdom) under current trans- 
actions, and this may have been excluded from the 
O.E.E.C. estimate. 


* The overall balances of payments of the individual 
countries when added together, show a small surplus. 
The net deficit of $800 million shown for the group 
as a whole is a reflection of the mutual inconsistency 
of the balances of payments of the individual countries. 
It arises from the fact that the O.E.E.C. countries 
expect to earn surpluses from one another which do 
not cancel out when added together (as they should if 
the programmes were mutually consistent) but show a 
net surplus of slightly over $800 million. 


pw Bas oy Pde 
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Table 109 


THE VOLUME OF О.Е.Е.С. COUNTRIES’ IMPORTS FROM THE OUTSIDE WORLD 
BY AREAS OF ORIGIN 


Thousand millions of dollars in 1948/49 f.0.b. prices 


Actual Programme Change 

Area from 1947 

1948/49 1952/58 to 1952/53 
North and Central America. . ....... 4.1 —3.5 
SG@UUNPAMONCA 4. ее оба Va yi 2.1 +0.4 
Non-participating Sterling Area... .... 2.9 2.9 3.3 + 1.3 
Eastern Europe, including the U.S.S.R.. .. . 3.0 2.2 + 1.3 

+ . . . 2. и : 

Other non-participating countries ..... . 1.3 1.4 + 0.8 
Total non-participating countries . ... . 13.0 12.4 12.8 + 0.3 
1952/53 

Area Per cent of 1938 as per cent 
of 1947 


North and Central America . 

South America 

Non-participating Sterling Area 

Eastern Europe, including the U.S.S.R.. 


Other non-participating countries 
Total non-participating countries . 


Source. — Interim Report on the European Recovery 
Programme, O.E.E.C., Paris, 1948. 


Notes. — O.E.E.C. countries include all the countries 
which are members of the O.E.E.C., except Switzerland, and 
exclude all their dependent overseas territories. The figures 
exclude trade between O.E.E.C. countries and between them 
and their own or one another’s dependent overseas territories. 
In order to allow for the change in Germany’s frontiers, in 


The reduction in the adverse balance is 
achieved by an increase of almost 100 per cent 
in the volume of overall exports to the outside 
world over the whole period of the programme 
and a rise in invisible income to $1,400 million 
in 1952/53.1 The volume of imports from the 
outside world, on the other hand, is assumed 
to rise by less than 3 per cent, some $300 
million in constant prices. 


1 Of the latter, some $1,200 million represent the net 
invisible income of the O.E.E.C. countries and some 
$250 million the estimated favourable balances of the 
dependent overseas territories of France, Benelux 4nd 
Portugal. - 


computing this table the O.E.E.C. assumed that 30 per cent 
of the 1938 imports of the other member countries from 
Germany came from Eastern Germany, and that 65 per cent 
of Germany’s total imports went to Western Germany in 
1938. No allowance has been made for inter-zonal trade. 
The figures are on a general trade basis and include imports 
for re-export. Owing to rounding, the percentages shown 
do not coincide exactly with the percentage differences in the 
value figures above. 


Tables 109 and 110 show the changes that 
are to take place in the distribution of the 
О.Е.Е.С. countries’ actual and planned 
imports and exports in trade with different 
areas. They indicate that, while the total level 
of imports increases only very moderately, 
the distribution of imports by sources shows 
far-reaching changes and is expected to be 
very much nearer to the pre-war distribution 
in 1952/53 than in 1947. While imports 
from North and Central America are to 
be cut by about half compared with 1947, 
imports from South America are to increase by 
a quarter, imports from the non-participating 
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Table 110 


THE VOLUME OF O.E.E.C. COUNTRIES’ EXPORTS TO THE OUTSIDE WORLD 
BY AREAS OF DESTINATION 


Thousand millions of dollars in 1948/49 f.0.b. prices 
ee ee et ee See ee eee 


Actual Programme Change 
Area from 1947 
1988 | 1947 1948/49 | 1949/50 1952/53 to 1952/53 
North and Central America . . . 1.45 1.05 1.25 1.45 2.1 + 1.05 
South America. ........ 1.0 0.75 0.95 1.2 2.0 + 1.25 
Non-participating Sterling Area. . 1.9 2.0 2.3 2.6 3.1 +1.1 
Eastern Europe, including the 
о дитя бен то pl eon © 2.5 0.75 2.0 + 1.25 
1.7 2.1 
Other non-participating countries 1.1 0.85 1.4 + 0.55 
Total non-participating countries 7.95 5.4 6.2 7.3 10.6 + 5.2 
1952/53 
Area Per cent of 1938 as per cent 
of 1947 
North and Central America .. . 100 72 86 100 | 146 200 
South Americas ок... 100 73 91 117 192 267 
Non-participating Sterling Area. . 100 104 121 136 165 155 
Eastern Europe, including the 
WSS В Е С 100 30 | 80 267 
48 58 
Other non-participating countries 100 77 | 127 165 
Total non-participating countries 100 68 78 92 133 | 196 
Source. — Interim Report on the European Recovery in computing this table, the O.E.E.C. assumed that 35 per cent 
Programme, O.E.E.C., Paris, 1948. of the 1938 exports of participating countries to Germany 
went to Eastern Germany, and that 70 per cent of Germany’s 
Notes. — O.E.E.C. countries include all the countries exports to Eastern Europe came from Western Germany 


which are members of the O.E.E.C., except Switzerland, 
and exclude all their dependent overseas territories. The 
figures exclude trade between О.Е,.Е.С. countries and between 
them and their own or each other’s dependent overseas terri- 
tories. In order to allow for the change in Germany’s frontiers 


Sterling Area are to increase by two-thirds, 
while imports from Eastern Europe and other 
non-participating countries are to increase 
almost one and a half times. Similarly, there 
are differences in the rate of expansion of 
exports to different areas though the variations 
are smaller than in the case of imports. 
Exports to North America are assumed to 
be doubled from 1947 to 1952/53, to South 
America and Eastern Europe to be nearly 
trebled, and to the other two areas to be 


in 1938. No allowance has been made for inter-zonal 
trade. The figures are on a general trade basis and include 
re-exports. Owing to rounding, the percentages shown do 
not coincide exactiy with the percentage differences in the 
value figures above. 


increased by two-thirds. A comparison of the 
export programmes with the import рто- 
grammes suggests that, while the O.E.E.C. 
countries_in_drawing up their import plans 
were guided by the- consideration of achieving 
the maximum diversion of imports from the 
lar area, in drawing up their export pla 


dollar area, in drawing up their export plans 


they assumed that exports could be raised 
sufficiently to achieve an approximate b ce 
wi areas except the dollar area. This is 


sho “by the tollow gures 


— = | 


— 193 — 


indicating net balances in 1947 and 1952/53 
with the various areas : 


Trade and Invisible Balances with Various Areas 


in 1952/53 
(In thousand millions of dollars in 1948/49 prices) 
Trade Invisible 
Balances Balances Total 
North and Central America — 1.7 | 0.4а —1.3a4 
South America . — 0.1 0.0 — 0.1 
Non-participating Sterling 
Area АЕ — 0.2 0.9 0.7 
Eastern Europe — 0.2 + 0.1 — 0.1 
Other non-participating 
countries ze — — — 
Total . — 2.2 + 1.4 — 0.8 


а Including the estimated balances of the French, Benelux 
and Portuguese dependent overseas territories of some 
$250 million, but excluding the estimated surplus of the 
British dependent overseas territories of $300 million. 


The adverse trade balances with all areas 
other than the dollar area are thus to dis- 
appear by 1952/53 or to be reduced to small 
dimensions. On invisible account there is 
expected to be a considerable surplus with 
the Sterling Area which goes to reduce the 
remaining deficit with North and Central 
America. 
up the programmes evidently was therefore 
that with areas other than North America 
the technical possibilities governing the supply 
of imports will set the limit to exports, while 
with North America, on the other hand, 
exports will be limited by the size of the 
market for European goods. 


The assumptions about net invisible income 
imply broadly that the pre-war net income 
from service transactions will be nearly restored 
in real terms while net investment income, 
including the debt service, will turn into a 
negative sum of some $200 million : 


Invisible Items in the Balance of Payments 
(In thousand millions of dollars in current prices) 


1938 1952/53 
Investment income. ... . 41.3 0.2 
Debt service : — 0.4 
Tourism Bin, в. + 0.5 
Гао | + 0.7 + 0.3 
Other invisible item + 0.64 
Total + 2.0 + 1.24 


a¥Excluding the estimated net balances of the French, 
Benelux and Portuguese dependent overseas territories 
amounting to $250 million and $300 million estimated surplus 
of British dependent overseas territories with the dollar 


area. 


The basic assumption in drawing- 


The last item “other invisibles ” consists 
largely of Italy’s expected net receipts from 
emigrants’ remittances and the net earnings 
of British oil companies operating abroad. 


Invisible earnings are particularly difficult 
to estimate or to forecast; in the light of 
recent trends, however, the above estimates 
appear rather conservative.! Thus, according 
to the estimates given in Table 71 above, net 
income from shipping has increased by no less 
than $700 million between 1947 and 1948, and 
in the latter year already reached the level 
forecast for 1952/53. The estimates of earnings 
from tourism appear to assume a 50 to 60 per 
cent increase in the real expenditure of United 
States tourists in comparison with 1938, which 
might well be exceeded in view of the great 
increase in incomes in the United States.? 
While the assumptions made about debt ser- 
vice are by no means excessive if the service 
of the various loans contracted since the war 
is fully met, the assumptions about investment 
income appear to envisage a further appre- 
ciable fall below the current level. 


The likelihood of fulfilling the programmes 
depends, however, not so much on the invisible 
items as on the possibility of fulfilling the 
trade programmes both as regards exports 
and imports. 


1 In last year’s SURVEY (page 65) it was suggested 
that, for Europe as a whole, future receipts from invest- 
ments and services would tend to be ofiset by amortiza- 
tion payments on loans from abroad, with the result 
that Europe’s overseas exports would have to be brought 
into approximate balance with its overseas imports if 
balance of payments equilibrium were to be restored. 
The potential contribution of invisible items to the 
balance of payments now appears considerably more 
favourable for two reasons : (1) the revised estimates of 
invisible transactions in 1947 contained in Table 71 
differ by some $500 million to Europe’s advantage from 
the preliminary estimates given in Table 29 of the last 
Survey (although this is partly due to the inclusion in 
the present estimates of war surplus sales by European 
to non-European countries) and (2) the present estimates 
for 1948 indicate a much more rapid improvement than 
had been anticipated in the net balance on invisibles 
(which shifted from — $100 million in 1947 to + $600 
million in 1948, chiefly because of the improvement in 
shipping discussed in Chapter 6). 

2—In 1929 the number-of American tourists who came 
to Europe was 350,000 or some 80 per cent more than 
in 1938. Their aggregate expenditure was estimated by 
the United States Department of Commerce at $350 mil- 
lion or 2.7 times the 1938 expenditure of American 
tourists in Europe. 
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On the side of exports, the aggregate increase 
of the order of 100 per cent in five years is 
undoubtedly very large (in relation to actual 
exports in the second half of 1948, the increase 
is, however, only 49 per cent) but its realization 
on the side of production ought not to impose 
undue burdens if the production plans are 
also realized at the same time. The increase 
in exports between 1947 and 1952/53 of some 
$5,000 million should be compared with the 
increase in industrial production from 1947 to 
1952/53 which, if the programmes are realized, 
will amount to some $25 thousand million in 
1948/49 prices for the О.Ю.Е.С. area as a 
whole. Hence, the rise in exports overseas 
may represent no more than 20 per cent of 
the contemplated increase in industrial. pro- 
duction over the same period.! Moreover, 
as was shown in Table 105, the realization 
of the export programmes will not imply 
any substantial increase in the proportion of 
agricultural and industrial production devoted 
to exports as compared with pre-war. The 
increase in exports will therefore depend more 
on the competitive power of European exports 
than on the physical limitations imposed by 
the capacity of European industries to produce 
them. 


The available information on the export 
programmes is shown in Table 111. Between 
1948/49 and 1952/53, the largest increases are 
planned in metals (chiefly steel) and machinery 
and equipment, of which exports to all areas 
are expected to rise by 80 per cent, and in 
the group of miscellaneous products, which 
are expected to rise by 72 per cent. In textiles, 
the expected increase in exports is only 44 
per cent. There is, however, a surprisingly 
large increase in the category of food, drink 
and tobacco in which exports are expected 
to rise by nearly 70 per cent. The increases 
planned in the various categories are fairly 


1 This is based on the estimates of the value of industrial 
production of the various countries given in Table 16, 
Chapter 1 above, and the percentage increases in indus- 
trial production given in Table 99 in this chapter. On this 
estimate, the exports of the O.E.E.C. countries to the 
outside world represent some 12.5 per cent of the value of 
industrial production in 1947 and on the basis of the 
programmes would represent 15.5 per cent of industrial 
production in 1952/53. In 1938 the comparable ratio 
was 16 per cent. 


evenly spread between the different areas ; 
the largest percentage increases shown are 
those for equipment and machinery to other 
non-participating countries (5.е., largely to 
Eastern Europe), in food, metals and textiles 
to the United States, in equipment and 
machinery to both North and South America, 
and in exports of steel and metals to the 
non-participating Sterling Area. 


On the side of imports, the large-scale 
import diversion is an essential feature of the 
plans, because, with the present distribution 
of imports, the O.E.E.C. countries do not 
expect to be able to balance their accounts, 
which in the absence of the prospect of earning 
dollar surpluses in other areas would require 
an increase in exports to North America to 
nearly four times their present level. 


The decrease in purchases from North and 
Central America amounts to К mi 
compared with 1948/49 or $3,500 million 
compared with 1947. The largest increases 
projected are those for Eastern Europe and 
other countries (mainly the Far Hast) from 
which the O.E.E.C. countries expect to increase 
imports by $1,500 million during the pro- 
gramme period. Compared with 1947, the 
increase in imports from the non-participating 
Sterling Area is also very substantial. In 
relation to pre-war, the national programmes 
assume that imports can be raised above 
pre-war levels from South America the Sterling 
Area and the Far and Middle East. With 
regard to Eastern Europe, the programmes 
assume the restoration of the volume of 
imports to only three-quarters of the pre-war 
level, although quantitatively the increase 
between 1947 and 1952/53 is as large as that 
from any other area. 


The nature of the changes in imports since 
the war and over the programme period can 
be further analysed from Table 112, which 
shows the distribution of imports of twelve 
groups of commodities between the different 
areas in a pre-war year, in 1947 and in the initial 
and end years of the programmes. The twelve 
commodities shown cover some two-thirds of 
the total imports of the O.E.E.C. countries 
from the outside world. 
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Tabb 
ESTIMATES OF IMPORTS INTO O.E.E.¢ 
AND AREA 


Millions of dollars % 
a ae aa LLL. a tC 
Мовтн AND | TOTAL 


Зоотн AMERICA WESTERN HEMISPHERE | 


CENTRAL AMERICA 


A Pre-war 

АННО ise : 7 Pre- ‚1948/1952 

Wan 1947: a ee ise : 1947 oo р Fe a : 1947 : 49 53 | 

а о к 1938 398 1,216 1,121: 633 | 136: 218: 58: 253 | 534 1,434 1,179: 886 
Соатве ата с. . 1938 179: 115: 185: 106 | 325: 195: 271: 815 | 504: 310: 456: 98 
Pats and бе ай 1937 66: 100: 187: 109 | 161: 278: 258: 139 | 227: 378 :. 440: 288 
Meat and dairy products... . 1938 112: 277: 180: 38| 185: 210: 170: 231 | 297: 487: 350: 268 
TObACCOg. sysphewicess OOS abe 1937 168: 222: 140: 151 14: 22: 204. 43| 182: 244: 160: 14 
Mineral solid fuels. ...... 1937 — : 433: 155: 8 Що eS =i 433 №4165 € 
Crude oil and petroleum products | 1935-1938 | 232: 684: 651 655 113: 15: 20. 14| 345: 699: 671: 668 
Copperas)... Krai egeee se 3110198521938) Оби 931 98 108” or Ga” | ae eee : 150: 182 
Selected non-ferrous metals. . . 1937 142 20. TIS 2: и ат 6 АВЕ : 124 
Raw cotton ......... | 1935-1938 | 545: 263: 396 :,.435 | 194: 177: 158: 224 | 739: 440: 554: 659 
Raw woolt . os setae 2”. = 71935-1938 ei ig 85. — 156.6 80 2 Пе 98 85: 122 
Timber. es atte: . « « » « © | 1935-1988 | 166: 258: 126: 101 9: 13: IL: 39] 176; т а Gee 

As percentage of pre-war imports from each area 
сн НЫ Фары нь 1938 100: 306: 282: 159 | 100: 160: 43: 186 | 100: 269: 221: 166 
Coarse grain £4. Lies irs. 5 1938 100: 64: 103: 59) 100: 60: 83: 97} 100: 62: 90: № 
Аб ара Gilat! side wuld 1937 100 Г 152: 283: 185 | 100: 173: 157: 86| 10 167. а 8 
Meat and dairy products... . 1938 100 : 247: 161? $4): 100: 1142 927 125 |) 100% 16427138 98 
Topattoer И 1937 100: 132: 83: 90| 100: 157: 143: 307| 100: 134: 88: 8 
Mineral solid fuels. ..... . 1937 21003 36) ЗЕ ое = 0 ВВ 2 
Crude oil and petroleum products | 1935-1938 | 100: 295: 281: 282 | 100: 13: 18: 12| 100: 203: 194: 194 
Copper. os.) - + » ~ « 4. » | 1935-19387 100: .. 1 074098 1007) YS OL eee F100" ee 80 
Selected non-ferrous metals. . . 1937 100 i г. 831 Г ie  жмю eee 86 
Вам соо 3). 2°... G04. 1 1935-1938] 100 48: 73: 80| 100: OL: SL? 115) 1002 © 89 
Raw wool зе. аа | 1936-1038 | а 4) 100% брать и = ae И 
ооо зе Вене ..... | 1935-1938 | 100: 155: 76: 61| 100: 144: 122: 433 | 100: 155: 78: № 
As percentage of total imports from all areas 

Bread rama, 0. tar, Eee 1938 3959779 > мы 13: м: 4: 20) 62: 94: 35: № 
СОАО БТА: (2%. ceases: 1938 22...29: 273 15 397° 49: (397° 438)" 61" " т 
Fats andoils ...... om 1937 To 16-3. 25814 174k; воно 24: 55: 58: № 
Meat and dairy products... . 1938 14: 40% Зи 23.4. 30: 204 4 371-105 60 47 
OvaAcee mee. Ht. at ee 1937 69:79: 69: 63 6: » 87 27100. Bis 75: 87: 79: № 
Mineral solid fuels. . . . . . : 1937 — за “44543 SPN oe Se ere eee 
Crude oil and petroleum products | 1935-1938 | 39: 94: 76: 64 р! 58: 96: 18: 6: 
Copper. . . . . . 628. 11935-19381 `53. 2 5600 30143, set о В 
Selected non-ferrous metals. . . 1937 55 а м ео Е 
Ва соо ca + 5 cm | 1935-10382 402 м1 gs 15: 16 “19 56. 57: 55. 5' 
Raw оо... . 2°. т. 11986-1988 “= 2: ста тю пы eee 
Веро Зы RNs Sed |Ч0ЗБЛОЗаи VASE NES. ABO 9 м 19; 61: 32: 


Sources. — The pre-war figures have been estimated by the Research and Planning Division, Economic С issi 
for Europe. The post-war figures have been derived from the Report to the Economic вета ри Не q 
First Annual Programme, and the Interim Report on the European Recovery Programme, O.E.E.C., Paris, 1948, and the _ 
fone tern proven published by member countries of the O.EE.C. 1 : 
у e estimates for pre-war years were generally obtained by applying estimated 1948/49 prices to fi - 9 
sical quantity of imports of individual commodities which were derived trom European Trade Воин! ike Howe | 
Select Commitiee on Foreign Aid, United States Government Printing Office, 1948 ; national trade statistics ; data published — 


or supplied by the Food and Agriculture Organization of the United Nations; i i 
ae ae gr 2 ed Nations; reports of the Technical Committees of the 
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100 63: 85 87| 100: 59. 177 88 1935-1938 Raw cotton 
100: 15 10. 10 100: 96 100: 130 | 1935-1938} Raw wool 
100: 25: 41 96| 100; 48 46 89 | 1935-1938) Timber 


|2 
JUNTRIES BY COMMODITY GROUPS 
Г ORIGIN 
748/49 f.0.b. prices 
a a ee eee 
NON-PARTICIPATING Or Non- у 
а HER соя TOTAL Pee Ne 
CE ele a Ae be? С dit 
-  1948/  1952/| Pre- | 1948] | = cae ОЕ 
war | 1047 40—58 | war ПО 145! TG | Gar. lear ПАБ 195 
1 = | eas en 222 47 64 : 218 11,024 1,530 1,388 1,237 1938 Bread grain 
aed ai | te 308: 59: 154: 284 | 832: 399: 687: 727 1938 Coarse grain 
ВЫ т : ae 219 33 42: 247 | 932: 687: 753: 801 1937 Fats and oils 
* oat ae я 313 8 29 60 | 795: 693: 589: 568 1938 Meat and dairy products 
x ue 37 4: + 5 | 244. 281. 202: 239 1937 Tobacco 
Г = 3 oe 7 123 200 ‚ 268 | 208: 556: 355 276 1937 Mineral solid fuels 
“gfe : | EA 62 : She LOS) 59241) 9597 296730 : 862 1,025 | 1935-1938 Crude oil and petroleum products 
29 ыы a бес 4: т 238: 158: 165: 254 | 1935-1938 | Copper 
ИО: О. | ме 210 1937 Selected non-ferrous metals 
= : Зы | 96 122 | 429 272 364 375 1,311: 777 1,014 1,154 | 1935-1938 | Raw cotton 
a | : 804 1,031 20 3: 2: 2 891 : 854 891 1,155 | 1935-1938 | Raw wool 
и 29 673 169: 273 648 | 922 444 : 421: 817 | 1935-1938 | Timber 
_ As percentage of pre-war imports from each area 
100 18 54 50 | 100 21 : 29 98 | 100 3 149 : 136 121 i 
: 1938 Bread grain 
100: 150: 385: -110/ 100: 19: 50; 92| 100 + 48: 83: 87 1938 Coarse grain 
100 | 57 56 па, ЗО ABD 381001574: 58: 86 1937 Fats and oils 
100 107 114; 129.) 100 3. 9:— 19 | 100: 87: 14 ei 1938 Meat and dairy products 
100 : 132 152: 160} 100 ay Sip 14 | 100 : 115: 83: 98 1937 Tobacco 
к. nega pli —| 100: 59: 96: 129) 100: 267 111.133 1937 Mineral] solid fuels 
ee Vemueah aaa 128 | 100: 19: 67: 149} 100: 122: 144: 172 | 1935-1938 Crude oil and petroleum products 
‘eae — | 100 ae 40. 220| 100: 66: 69: 107 | 1935-1938 Copper 
100 Bt as ae tak | 100": i: ee 3 88 1937 Selected non-ferrous metals 
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As percentage of total imports from all areas 


26 3. 1: п 22: 3: 5 18| 100. 100: 100: 100| 1938 | Bread grain 


2 aie th: 3 ЗБ 23 : 39 100: 100: 100: 100 1938 Coarse grain 
о 6 38 |y 62366 5.6: 31}, 100 2200 | 100/25 100: |2971987 (|) Fate and oils 
23 29: 36: 42 40 : Ds 5: 11] 100: 100; 100: 100 1938 Meat and dairy products 
10 12 19 17 15 : is 2: 2 100: 100: 100: 100 1937 Tobacco 
— eee sod A) 100.5. 22. 56 : 97| 100: 100: 100: 100 1937 Mineral solid fuels 
15 —: 10: п 27 : 4; 12: | 100: 100: 100. 100 1935-1938 | Crude oil and petroleum products 
— Boa 2:20 СН a 8 100: 100: 100: 100 | 1935-1938 Copper 
' 38 a om 8Т 6: —: —: АТО: — 10 1937 Selected non-ferrous metals 
11 рии 33: 35 36: 32| 100: 100: 100: 100 | 1935-1938 Raw cotton 
80 88: 90: 89 pee 1 — i: = 100: 100: 100: 100 | 1935-1938 Raw wool 
8 sige 3 4 [3 Reeoo OO 79 100 : 100 : 100 : 100 | 1935-1938 Timber 


Nores. — The figures for pre-war are only approximate estimates owing, mainly, to the difficulty of evaluating pre-war 
quantities of imports by commodities in post-war prices. They can, however, be considered as an adequate basis for com- 
parison with the post-war figures. The figures for 1947 were obtained by revaluing in 1948/49 prices the estimates of 1947 
imports (in 1947 prices) published by the O.E.E.C. These estimates, as noted by the O.E.E.C., are incomplete, and the 
figures for 1947 shown here may, as a result, understate the value of actual imports in that year. The breakdown of the 
1952/53 figures into imports from North and Central America and imports from South America was estimated by assuming 
that the imports of the United Kingdom, for which no division of Western Hemisphere imports was given, would be divided 
between the two areas in the same proportions as the imports of the other O.E.E.C. countries. 

The figures exclude imports into Switzerland and imports from the dependent overseas territories of member 


countries. 
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Comparing 1947 with pre-war, the table 
shows that the largest increases in the purchases 
from North and Central America occurred in the 
case of those commodities for which total import 
requirements have increased as a consequence 
of the war. This is the case with bread grains 
(of which the imports of the О.Е.Е.С. group 
from all sources increased by some 50 per cent) 
and with solid fuels (in which they increased 
by nearly 170 per cent). These two commo- 
dities alone account for $1,250 million of the 
total increase of $3,250 million in purchases 
from North America between 1938 and 1947. 
The substitution of North America for other 
sources of supply was, on the other hand, the 
main cause of increased imports in the case of 
timber, fats and oils, and to a lesser extent in 
meat and dairy products and petroleum 
products.1 Increased purchases of these four 
commodities account for another $750 million. 
The remaining increase is largely to be ac- 
counted for by the increased imports of 
manufactured goods (chiefly equipment) which 
are not shown in the table. 


Between 1947 and 1948/49 there was, 
according to the import programmes, to be 
a very substantial reduction in purchases 
from North and South America which was 
spread among a large number of commodities, 
of which the reduction in imports of solid 
fuels, textile manufactures and tobacco are 
particularly important. 


Between 1948/49 and 1952/53, the fall in 
purchases from North America is partly the 
result of the reduction in import requirements 
for a number of commodities with the growth 
of European production, and partly the result 
of the diversion of supplies to other sources. 
A rough analysis would indicate that about 
one-half of the total planned reduction of 
$1,900 million is to be accounted for by the 
reduction in the total imports of commodities 
like bread grains, solid fuels, steel and machi- 
nery. The remaining half represents the 
extent of the diversion of imports to other 
sources, of which the most important examples 


1 In Table 112, imports from North America for post- 
war years include oil obtained from other sources which 
is to be paid for in dollars, 


are the expected increase in imports of 
bread grains and coarse grains from Eastern 
Europe and in fats and oils from the Far East. 
Smaller reductions are planned in a large 
number of other categories. In the other 
areas, the largest increases (apart from grains) 
are the expected increase of $400 million in 
timber imports from Eastern Europe, the 
increase in raw wool of $270 million, which 
accounts for the bulk of the increase in imports 
from the Sterling Area, the increase of 
petroleum imports of $160 million (largely 
from the Middle East) and the increas2 of 
$150 million in miscellaneous items mainly 
from Eastern Europe. 

Apart from wool, where the change is due 
to an expected 30 per cent increase in total 
requirements over pre-war, all the major 
increases occur in areas and commodities 
in the case of which imports are at present 
greatly below pre-war, and they appear to 
reflect the expectation that by 1952/53 the 
pre-war volumes of trade with Eastern Europe 
and the Far East can be largely restored. 
How far this expectation is justified in the 
case of imports of fats and oils from the 
Far East is difficult to judge. In the case of 
Eastern Europe, the realization of the plans 
will depend not so much on the question of 
the physical availabil:ty of supplies as on the 
desire of the two politically divided areas of 
Europe to intensify their trading relations and 
to enter into appropriate long-term agree- 
ments for their promotion. 


The Conclusions of the O.E.E.C. 


The О.Е.Е.С., after an examination of the 
national programmes, concluded that it would 
be impossible to realize them in practice if 
they were not considerably modified. From 
a survey of the import programmes it concluded 
that the import: requirements stated in the 
national programmes overestimated the sup- 
plies that were likely to be available from 
every area of the outside world except North 
and Central America. It doubted, in particular, 
whether the expected supplies of wool from 
the Sterling Area, of cotton from South 
America and the Sterling Area, of fats and 
oils from the Far East, and of grain and timber 
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from Eastern Europe, would, in fact, be 
available in the required quantities. The total 
over-estimate of available supplies in these 
areas was put at the order of $1,000 million. 
Not all these over-estimates relate to commo- 
dities which could alternatively be obtained 
from North-American sources. Hence, the 
overall import programme was also regarded 
as too ambitious in relation to potential 
world supplies. 

With regard to exports, the O.E.E.C. 
doubted, in view of the tremendouS crease in 
exports of manufactures from the United 
States, whether Western European _manufac- 


the imports proposed in the national pro- 
grammes. On the other hand, it was consi- 
dered that a radical change in the economic 
policies of the O.E.E.C. countries coupled with 
a vigorous export drive might increase exports 
beyond the level of $8,500 million. But on 
account of the lowering of export prices which 
such a policy would inevitably involve, it 
was concluded that “it would be imprudent 
to assume that even a radical change of policy 
by the participating countries could realise 
more than 9.5 to 10 billions in exports by 
1952/53 ”.1 This would still necessitate a 
considerable reduction in overseas imports 


turers would-possess the Competitive powerto _ both in relation to pre-war or to the current 
inerea Othe extent assumed. In а level, if an adverse balance of payments 


number of areas like Вазфеги Europe and the 
Sterling Area, it appeared that the capacity 
of countries to import goods from Western 
Europe would be limited by the ability of 
those areas to earn foreign exchange through 
exports. In other areas, such as South America, 
the Far East, or Canada, it appeared that 
exports would also be limited by the ability 
of Western Europe to compete with the 
United States, which has secured @ major 
share in these markets. Finally, in the United 
States itself, exports would be limited owing 
to the fact that the share of imported manufac- 
tures in the United States has traditionally been 
very small, that wartime developments forced 
the United States to make for itself goods 
formerly imported from Europe, and that 
tariffs and customs practices in the United 
States tend to offset the price advantages 
which European commodities might offer. In 
the light of these considerations, the О.Е.Е.С. 
concluded that exports to the outside world 
would be unlikely to rise substantially above 
the evel ог th Шоп 
in 1948/49 prices, instead of the $10,500 million 
assumed-in the national programmes. This 
ея an increase of 57 per cent 
over the 1947 level, or 37 per cent above the 
level planned for 1948/49. It would mean, 
however, that ИЯ 
would still amount to $3,000 million at the 
enti of The period or that, alternatively, im- 
ports would have to be restricted to $9,800 
million or little more than three-quarters of 


were to be avoided. 


Estimates concerning future potentialities of 
such a vast and complex matter as the size 
of the world market for the products of Western 
Europe are always hazardous, particularly if 
they are based, as in the circumstances they 
inevitably must be, on a very rudimentary 
knowledge of the trends and future policies 
of the outside world. The judgment of what 
is possible or impossible is inevitably sub- 
jective, since the data on which an objective 
calculation could be based are almost entirely 
lacking. The national programmes submitted 
to the О.Е.Е.С. may well have over-estimated 
both the amount of supplies available for 
imports and their own capacity to export— 
although, for reasons given above, the exagger- 
ation is unlikely to refer to the capacity to 
produce sufficient commodities for export but 
only to their ability to sell them. Any quanti- 
tative estimate, however, of the extent to which 
lack of competitive power will limit actual 
exports below the amount which the economies 
of the various countries can set aside for the 
purpose must primarily be a matter of sub- 
jective judgment. It was shown in Chapter 4 
above that the volume of Europe’s overseas 
exports expanded at a steady quarterly rate 
over the last two years, and if this rate were 
maintained in the future the overall export 
targets assumed in the O.E.E.C. national 


1 Interim Report on the Еитореат Recovery Programme, 
О.Е.Е.С., Paris, 1948, р. 68. 
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programmes would be reached in 1950 rather 
than 1952/53.' It was also shown in Table 91 
above that the exports of the O.E.E.C. coun- 
tries to the outside world in the second half 
of 1948 were, in fact, running at some 15 per 
cent above the level assumed in the pro- 
grammes for 1948/49 or only 16 per cent below 
the maximum rate of $8,500 million assumed 
in the Interim Report of the O.E.E.C. In 
fact, if exports destined to non-European 
areas alone are considered, they are already 
above the pre-war level. So far, except for 
particular areas like North America, the level 
of exports of Western Europe to the outside 
world has been limited far more by the diffi- 
culties of making goods available for export 
than by the competitive power of Western 
European manufactures. As the expansion 
of exports continues, price considerations will 
exert an increasingly important influence, and 
the prices of European manufactures—which, 
as was shown in Chapter 5, have in general 
risen considerably more in relation to pre-war 
than those of the United States—may have 
to be reduced in relation to American prices. 
Such price adjustments may in any case be 
inevitable sooner or later as post-war shortages 
disappear and conditions in the world markets 
become more normal; but whether or not 
such price reductions will involve far-reaching 
changes in Europe’s terms of trade (i.e., in 
the price relation between primary products 
imported and manufactures exported) will 
also depend on the corresponding move- 
ments in the exportable surpluses of the pri- 
mary producing areas. Ultimately, Western 
Europe’s ability to sell its manufactured 
exports will depend as much on the desire 
of the countries of the outside world to sell 
their surpluses of primary products as on their 
desire to buy European manufactures. 

A full appraisal of the trade and balance 
of payments prospects of Western Europe 
would have to be based on assumptions not 
only in regard to the availability of sup- 
plies in non-dollar areas, but also on the 
future trade and balance of payments position 


1 The exports of the United Kingdom in the first 
quarter of 1949 have already exceeded the 1952/53 target 
by an appreciable amount. 


of the United States. The present balance 
of payments deficit in Europe and the balance 
of payments surplus of the United States are 
merely two different aspects of a single situa- 
tion ; it would be impossible to eliminate the 
deficit without at the same time eliminating 
the surplus. Current planning, focused on 
the all-pervading dollar shortage, concentrates 
on achieving the maximum diversion of imports 
from the dollar area without regard to the 
effects of this policy on the American economy 
and, in particular, without any regard to the 
fate of the large exportable surpluses of the 
United States in a number of important com- 
modities (such as wheat, cotton or tobacco) 
which its domestic economy could not tech- 
nically absorb. Thus the balance of payments 
problem is just as much an American problem 
as a problem of Western Europe. In a sense, 
it is primarily an American problem, since it 
is necessarily the surplus area that must choose 
which of a number of alternative solutions 
it desires to adopt, while the deficit areas 
will necessarily have to adapt themselves to 
the particular solution adopted. When the 
European Recovery Programme comes to an 
end, the United States will be faced with the 
choice of increasing its imports either from 
Europe or from other areas, or of continuing 
foreign lending in some form, again, either 
to Europe or to other areas. Ifthe first alterna- 
tive is chosen, Europe’s capacity to export 
will. be automatically enlarged either to the 
United States directly, or to third areas whose 
purchasing power will be raised through 
increased American buying. If the second 
alternative is chosen, and large-scale lending to 
Europe continues, the restoration of equili- 
brium in the balance of payments will not, after 
all, present an acute problem. If, on the other 
hand, large-scale lending continues to areas 
outside Europe, Western Europe’s power to 
export will again tend to be enlarged through 
the increased purchasing power of the borrow- 
ing areas. 

The United States may not choose to adopt 
either of these alternatives of increased 
imports or continued lending but may instead 
restrict its exports and its production of those 
basic commodities of which large exportable 
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surpluses at present exist. This, in turn, would 
probably force Europe to restrict its imports of 
basic commodities and possibly its produc- 
tion too. Thus the manner in which the Ameri- 
can balance of payments problem is solved 
will be of primary importance to the Euro- 
pean economy. But the initiative in each case 


lies with the United States rather than with 
Europe ; and in the absence of any knowledge 
as to the way in which America will deal 
with the problem, it is impossible to say how 
the world dollar shortage could be eliminated 
or what the maximum export capacity of 
Western Europe will be. 


4. THE LONG-TERM PLANS ок EASTERN EUROPEAN COUNTRIES 


The six countries of Central and Eastern 
Europe—Bulgaria, Czechoslovakia, Hungary, 
Poland, Rumania and Yugoslavia—present a 
certain uniformity of pattern in economic and 
social policy and are, to some extent, con- 
fronted with similar economic problems.! In 
all these countries, manufacturing industry, 
mining, transport, public utilities and wholesale 
distribution are largely nationalized, and mea- 
sures are also being taken to introduce co- 
operative or collective farming. The first 
series of economic plans, with the exception 
of that of Yugoslavia, were transitory in 
character and were designed to restore the 
economies of these countries from the damage 
they sustained during the war, and to pave 
the way for the introduction of long-term plans. 
By 1948, the pre-war levels of production were 
restored in a number of countries, and new 
plans for economic development were drawn 
up. Bulgaria and Czechoslovakia, the countries 
which suffered relatively slight war damage 
and had undertaken two-year reconstruction 
plans, started five-year development plans in 
1949. On the completion of their current 
three-year plans at the end of 1949, Poland 
will start a six-year plan and Hungary a five- 
year plan. Yugoslavia, which started a five- 
year development plan directly in 1947, will 
not have completed her present plan until the 
end of 1951. Rumania has only just started a 
one-year transitional plan for 1949 which will be 
followed by longer-term plans. So far, only the 
new Czechoslovak and Bulgarian five-year plans 
have been published in full, while preliminary 
statements are available on certain general feat- 
ures of the new Polish and Hungarian plans. 
2 Albania ought also to be classed among this group 


of countries, but there is not sufficient information avail- 
able for a discussion of the economic plans of Albania. 


The published long-term plans do not 
contain detailed plans for each year of the 
period they cover, but are more in the nature 
of frameworks within which annual, or some- 
times even quarterly, operational plans are 
drawn up by the planning authorities. The 
primary aim of the plans is to lay down an 
investment programme for the various sectors 
of the economy for a period of five or six years, 
and to fix the production targets for the end 
of the period which should result from the 
realization of the investment programmes. 


However, the plans leave considerable elas- 
ticity for yearly changes in the output of the 
various sectors. They state the increase in 
the national income and the increase in the 
value of gross production of the various 
industries to be achieved in the end year of 
the plan. The fact that the value of production 
in the particular branches is given only in 
terms of gross output, and net output figures 
are only available for the economy as a whole, 
makes it difficult to analyse the contribution 
of the various sectors to the increase in the 
national income. In the new Czechoslovak 
Plan, for example, the output of crops is to 
be raised by 11 per cent and the output of 
livestock produce by 86 per cent, giving an 
expansion of 37 per cent in the gross output 
of agriculture. The net increase in the value 
of agricultural production must obviously be 
considerably smaller, since the great expansion 
in livestock produce in relation to crops will 
mean either that the increase in crop produc- 
tion for human consumption will be’ consider- 
ably smaller than it appears, or else that 
imports of feeding-stuffs will have to be raised 
—a measure which in turn will reduce the 
available output of other sectors. 
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The plans do not contain any estimates of 
investment in stocks which, with the rapid 
growth of production assumed, must also be 
very considerable; nor do they show the 
allocation of national resources between per- 
sonal consumption, government consumption 
and investment. As regards the increase in 
consumption, the Czechoslovak Plan states 
that the overall increase in individual and 
social consumption will be 35 per cent com- 
pared with the 48 per cent increase in the 
national income. The other plans contain 
only scattered information on the planned 
levels of consumption of particular commodities. 


Unlike the plans for the Western European 
countries, the development plans of the Eastern 
European countries contain almost no infor- 
mation on trade with one another or with the 
outside world. 


The primary aim of all the economic plans 
of the Eastern European countries is indus- 
trialization. With the exception of Czecho- 
slovakia, all the countries in the group suffer 
from surplus agricultural populations which 
can only find an outlet in the development of 
industries. At the same time, their agriculture 
—as measured by the comparatively low 
yields per hectare—is also relatively undeve- 
loped, but, as far as can be judged, the deve- 
lopment of agriculture will lag considerably 
behind the development of industries. 


Another common feature of the new plans 
is that they appear to aim at the development 
of more or less self-contained industrial eco- 
nomies in order to minimize their dependence 
on trade with the outside world. This is shown 
by the large emphasis placed on the heavy 
industries in all the plans. In Czechoslovakia, 
Hungary and Poland, which already had 
sizeable heavy industries before the war, 
development will proceed at a much faster 
rate in the heavy industries than in the light 
industries. Similarly, in Bulgaria and Yugo- 
slavia, which had practically no heavy in- 
dustries before the war, effort is concentrated 
on their development. 


The similarity in the investment pattern in 
the various countries suggests that the indus- 
trial plans were drawn up individually, on a 


national basis. Evidence of a comprehensive 
attempt to co-ordinate industrial development 
exists only in the case of Poland and Czecho- 
slovakia. These two countries concluded an 
agreement in July 1947 for the common 
development of the important industrial area 
of TéSzin-Cieszyn on both sides of their 
common frontier, and for the joint develop- 
ment of the harbour of Szczecin, as well as 
for allocation of production in a number of 
branches of the engineering industry between 
the two countries. 


Another notable feature of the plans is that 
they aim at a geographical spread of industria- 
lization throughout their individual areas by 
concentrating on the industrial development 
of the most backward regions. Thus the 
Czechoslovak Plan places emphasis on the 
development of Slovakia, the Yugoslav Plan 


оп the development of Bosnia, Macedonia 


and Montenegro, and the Polish Six-year Plan 
on the development of the hitherto undeve- 
loped northern and eastern parts of the 
country. 


The Investment Plans 


All the plans envisage steep increases in the 
rate of capital investment. In Table 113, 
investment under the new plans is compared 
with investment under the existing plans, 
which suggests that, in terms of dollars in 
1948 prices, the average rate of gross invest- 
ment in fixed capital under the new plans will 
be some $4,000 million per annum, or approxi- 
mately twice the actual rate of gross invest- 
ment in 1948 in the area as a whole, and 
may reach $5,000 million in the final years of 
the plans. Since the increase in the national 
incomes of these countries will be of the order 
of 50 to 100 per cent, the proportion of income 
devoted to investment will be greatly increased. 


Information on the distribution of invest- 
ment in the new plans between economic 
sectors is available, so far, only for Czecho- 
slovakia, Hungary and Bulgaria. It shows 
that the proportion of investment going into 
manufacturing and mining will increase further. 
The share of investment going into housing, 
on the other hand, is to be reduced, and the 
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Table 113 


DISTRIBUTION OF PLANNED INVESTMENT IN EASTERN EUROPEAN COUNTRIES 
Millions of dollars in 1948 prices and percentages 


Capital expenditure 


PERCENTAGE DISTRIBUTION OF INVESTMENTS 


а о Е (millions of dollars) re 
untry and period Ses Transpor-| Agricul- ; Public | Other 
Total Yearly factures tation ture saath services priate 
| 
1947-1949... 1,950 650 39 24 13 
Poland : 1950-1955. . г J : + : 
#941482 - 1,340 670 36 22 7 20 15 = 
Czechoslovakia: i919 1953. | | | 5800 1,160 41 16 8 12 22 1 
1947-1949... 570 190 32 27 9 
+ 12 20 = 
ил 1950-1954... 2,200 440 49 17 17а 7 10 
Е SS eee 
Rumania : 1949, 450 450 47 216 9 21 2) 
В NE (Ee 
Yugoslavia : 1947—1951... 2,900 580 43 26 8 23 
г 1947/48.... 221 111 45 15 6 11 17 6 
Bulgaria : 1949-1953. . 850 170 40 19 13 5 19 4 


Sources. — The figures have been taken from national 
publications. For details of sources and for dollar conversions, 
see Appendix B. 
share of investment going into agriculture— 
although it shows a notable increase in the new 


Bulgarian and Hungarian plans—remains low. © 


It must also be borne in mind that “ agri- 
cultural investment ” tends to be interpreted 
rather broadly ; it includes, in some cases, 
investment in livestock, fertilizer and seed, 
which is not generally counted as investment 
in fixed capital, and also items like rural 
electrification and road building which are 
not strictly agricultural investments. 

The new investment plans provide for the 
construction of some very large plants ; thus 
the Czechoslovak Plan envisages the construc- 
tion of big steel works in Moravska-Ostrava, 
a big chemical combine for coal distillation 
and the production of synthetic oil, and four 
electric-power stations with capacities ranging 
from 120,000 kWh to 240,000 kWh. In 
Poland, two new steel plants with an annual 
capacity of 1\ million tons each will be 


constructed, as well as a big motor-vehicle 


factory in Zeranie. In Hungary, a new steel 
plant, a fertilizer plant and six major power 
stations are to be constructed. In Bulgaria, 
the biggest investments are in electric power 
plants, whose capacity is planned to increase 


а Including drainage, irrigation and expenditure on Нуе- 
stock, fertilizers and seeds. 

6 Including roads. 
from 64,000 kWh to 200,000 kWh. The 
production of dwellings, both in Poland and 
Czechoslovakia, will be relatively low; there 
is to be an annual rate of increase of about 
85,000 dwellings in Poland and 40,000 in 
Czechoslovakia, giving an annual rate of new 
construction of 1 to 2 per cent in relation to 
the existing stock of houses. 


The Production Plans 


Table 114 contains a summary of the avail- 
able information on the increases in pro- 
duction, manpower and productivity, in the 
various branches of the national economies. 
It appears that the Yugoslav Plan provides for 
annual increases which are much higher than 
those of the other countries. The plans imply 
an annual increase in gross national product 
of 8 per cent in Czechoslovakia, 10 per cent in 
Hungary and Poland, 12 per cent in Bulgaria 
and 14 per cent in Yugoslavia. Manufacturing 
production is to rise by 9 per cent per annum 
in Ozechoslovakia, 11 per cent in Poland, 
13 per cent in Hungary, 17 per cent in Bulgaria 
and no less than 37 per cent in Yugoslavia. 
To achieve these increases, all the plans 
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Table 114 


PLANNED INCREASE OF GROSS PRODUCT, MANPOWER AND PRODUCTIVITY 
IN EASTERN EUROPEAN COUNTRIES 


Percentage change during the Plan period < 


Total Plan period 


Yearly average 


Country Pro- Pro- 
and sector Output | Manpower | guctivity | Output ыы ductivity 

Yugoslav (1947-1951) Plan: | 

National product .... 93 14 

Aoriculturely о боб 52 rs 8 Ae 

Manufacturing 5.5. . . 394 198 66 37 24 11 

WSU RAS, a RS Зо ae Е 90 ae 14 

Handicratts< п. 50 — 8 — 

Building and construction 2 56 os 9 

Transportation ..... 150 —- 21 — 
Czechoslovak (1949-1953 ) Plan: 

National product .... 48 5.6 8 1.0 

Agriculture. .... et 37 —4.3 6 —0.8 oe 

Manufacturing .... . 57 18.5 32 9 3.4 6 

Handicrafts. ... . = 20 ae 2 4 : 

Building and construction 130 50.0 53 18 8.0 9 

Transportation ..... 40 30 7 5 
Bulgarian (1949-1953) Plan : 

National product .... 85 13 

Agriculture и, 57 9 

Manufacturing ..... 119 38 62 17 7 и 

Building and construction a 21 90 5 4 14 

Transportation . . 54 4] с 28 30 с Te 5 5e 
Hungarian (1950-1954) Plan: 

National product ... . 60 10 

ПОНИ об 6 a 9 35 ae 6 

Manufacturing ..... 80 30 40 13 5 7 
Polish (1950-1955) Plan: 

National product ... . 74 : 10 we 

A priculture ime see 36 —8.54 5 —1.44 

Manufacturing ..... 90 38 42 п 5 6 

Building and construction 100 33 50 13 5 a 

Transportation ..... 60 12 42 8 2 6 


a ee eee eee 


Sources. — The figures have been taken from national 
publications. For details, see Appendix B. 


а Per cent of last pre-plan year for each country except 
Yugoslavia, where the base is 1939. 
assume considerable annual increases in pro- 
ductivity. These are the largest in the case 
of Yugoslavia and Bulgaria, where the annual 
increase in productivity in manufacturing 
industries implied in the plans is 11 per cent ; 
in the case of Hungary, Czechoslovakia and 
Poland it is only 6 to 7 per cent. 

The production targets in the various bran- 
ches of industry are shown in Table 115. The 
greatest rates of expansion are in electric- 


5 Change in total manpower. 
¢ Railways only. 
а Estimate: 


power generation, steel production, the engi- 
neering industries and in the chemical industry. 
Electric power production at the end of the 
period covered by the plans will be nearly 
four times the pre-war level in Yugoslavia, 
three times in Hungary, nearly three times in 
Czechoslovakia, eight and a half times in 
Bulgaria and nearly six times in Poland. 
The total production of the five countries 
shown in Table 115 is planned to rise to some 
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45 million kWh as against 20 million kWh in 
1948 and 11 million kWh before the war. 
Coal production, on the other hand, will 
expand at a much lower rate, chiefly because 
Poland, the largest producer, does not intend 
to expand her production beyond 90 million 
tons, or 28 per cent above the 1948 level. 
In steel, Poland plans a threefold expansion 
which would bring production to 7 million 
tons, whereas: Czechoslovakia, the other main 
producer, will raise production only by one- 
third to 3% million tons. The aggregate 
production of steel of the five countries shown 
in Table 115 will be more than doubled com- 
pared with 1948. The gross output of the engi- 
neering industries will rise sevenfold in Yugo- 
slavia, sixfold in Bulgaria, more than threefold 
in Czechoslovakia and Hungary and fourfold 
in Poland, in comparison with pre-war. Over 
the period of the plans, the increase of engineer- 
ing output will be considerably greater than 
that of steel in the case of Czechoslovakia and 
rather less than that of steel in Poland. It is 
possible, therefore, that the present position 
of a surplus of rolling-mill products in Czecho- 
slovakia and a deficit in Poland will be reversed, 
and that the Czechoslovak engineering industry 
will be partly dependent on Polish steel. The 
plans for consumption goods industries are not 
given in such detail, but, as far as is known, 
their expansion is to be below the average. 
The rates of expansion for textiles range 
between 30 per cent and 100 per cent, being 
lower in the case of wool than in the case of 
cotton. In the case of shoes, Czechoslovakia, 
the major producer in the area, will increase 
her production only moderately, while annual 
shoe production in the other countries will 
amount to one pair, or less, per head of 
population. 

The long-term plans envisage a substantial 
increase in the industrial labour force. The 
Polish Plan expects an increase of 300,000 
workers in manufacturing industries, the 
Czechoslovak Plan an increase of 250,000, the 
Bulgarian Plan an increase of 90,000 and 
the Hungarian Plan‘an increasé of 300,000 (in- 
cluding industries other than manufacturing). 
These figures, if related to present employment 
in manufacturing, indicate substantial in- 


creases. If, however, the figures are related 
to the total populations of the countries, they 
are less striking. In the four countries men- 
tioned, additional employment in industry 
over the plan period accounts for only 1 to 2 
per cent of the total population, which is 
itself expected to rise by some 5 per cent in 
the same period. For this reason, whilst a 
substantial increase in the share of industry 
in total output can be expected, this process 
will go only a little way towards solving, 
within the period of the present plans, the 
problem of surplus agricultural populations. 


The Agricultural Targets 


The. level of agricultural production was 
extremely low throughout Eastern Europe 
after the war. By 1948, production improved 
considerably, but it still remained some 10 
to 20 per cent below the average pre-war 
level. The expansion of agricultural production 
is envisaged to take place at a slower rate 
than the development of industry. By the 
end of the plans, agricultural output may be 
one-sixth above pre-war in Czechoslovakia 
and Hungary, and one-third to one-half above 
pre-war in Bulgaria and Yugoslavia, but in 
Poland the output of the present territory 
may not exceed its pre-war level. 

The production plans for agriculture proceed 
on different lines in Czechoslovakia and Hun- 
gary on the one hand, and in Yugoslavia and 
Bulgaria on the other. In Czechoslovakia and 
Hungary, the output of livestock produce is 
to increase considerably more than the produc- 
tion of crops, while in Bulgaria and Yugoslavia 
the opposite is true and greater emphasis is 
placed on crops. Among the different crops, 
more emphasis is generally placed on the 
increase in fodder plants, sugar beet, oil seeds, 
textile plants and tobacco. The area under 
grain will decrease compared with pre-war, 
though production is planned to rise as a 
result’ of the higher yields expected. The 
production of bread grains and coarse grains 
for the various countries is shown in Table 116. 
For the four countries for which plan figures 
are available, the production of coarse grains 
will be 12 per cent and of bread grains 4 per 
cent above the pre-war level. Since the 
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Table 116 


SOWN AREA AND PRODUCTION OF BREAD AND COARSE GRAINS 
IN EASTERN EUROPEAN COUNTRIES 


Е ны ee в 


AREA PRODUCTION 
ый (Thousand hectares) (Thousand tons) 
1934-1988 а Actual | Planned ИЕ Actual | Planned 
| 1948 (End of Pland 1948 — |End of Plan? 
Poland : 
Bread grain . 6,695 6,472 
: , , 8,817 7,988 
Coarse grain 3,000 3,075 4,463 3,414 
cechoslovakia : 
Bread grain . 1,853 1,600 1,355 
- , , , 2,990 2,524 2,558 
Coarse grain 1,511 1,400 1,425 2,551 2,240 2,703 
Hungary : 
Bread grain . 2,220 2,002 1,985 ЛЯ 2,304 2,940 
Coarse grain 1,866 2,006 1,850 3,213 4,012 3,450 
Rumania : 
Bread grain - 2,716 1,748 с 2,765 а 
Coarse grain 5,452 5,236 с 5,208 а 
Bulgaria : 
Bread grain : 1,729 4 1,700 2,098 2,030 2,500 
Coarse grain 1,252 a 1,240 1,407 1,230 1,970 
Yugoslavia : 
Bread grain. 2,453 а 2,425 2,760 a 3,158 
Coarse grain 3,533 4 3,250 5,680 d 6,250 
Estimated total of six countries : 
Bread grain . 17,666 16,004 22,347 19,319 
Coarse grain 16,614 16,502 22,522 22,853 
Total of four countries : ¢ 
Bread grain . 8,255 7,784 7,465 10,765 9,618 11,156 
Coarse grain 8,162 8,191 7,765 12,851 13,162 14,373 


eee Е и 
Sources. — The figures have been taken from national publications. For details, see Appendix B. 
a The figures refer to post-war territory, except for Czechoslovakia for which they refer to pre-war territory. 
b For Czechoslovakia and Bulgaria, 1953; for Hungary, 1954; for Yugoslavia, 1951. 


с 1947. 
а Estimate included in the total. 


e Czechoslovakia, Hungary, Bulgaria and Yugoslavia. 


population of these four countries will be about 
the same as before the war (though higher 
than at present), the supply of grain per 
head of the population will rise slightly and 
within grains a somewhat greater emphasis 
will be placed on coarse grains. 

The livestock population of the area has been 
very considerably reduced. In 1945 it was just 
over one-half of the pre-war size as a result 
of the war. Over the area as a whole, the 
livestock population is to be restored to the pre- 


war level by 1950/51, the decreases in Poland 
being offset by increases in the other coun- 
tries. Emphasis is laid on pigs and poultry, 
where more rapid returns are available and 
the amount of investment required is relatively 
small. The number of cattle and horses, on 
the other hand, will not have been completely 
restored to the pre-war level. Bulgaria, for 
example, plans a 100 per cent inerease in 
poultry and a 153 per cent increase in pigs 
over the 1939 level by 1953. 
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Table 117 


ACTUAL AND PLANNED LIVESTOCK POPULATION OF SIX EASTERN EUROPEAN 
COUNTRIES ¢ 


Million head 


We Ss ee ee eee re 


Year | Cattle es з Pigs ем | Poultry livestack 
and mules population 5 
1934-1938 ¢ 25.8 8.5 . 22.2 37.8 240.3 56.4 
1945... 14.9 4.4 8.9 23.4 55.9 28.7 
1946/47 16.3 4.9 12.0 26.6 100.3 33.7 
1947/48 19.6 5.8 17.9 31.5 144.2 42.5 
1950/51 22.7 Ged 29.4 38.5 257.6 55.8 
Sources. — The figures have been taken from national а Poland, Czechoslovakia, Hungary, Rumania, Yugoslavia 


sources, data compiled by the Food and Agriculture Orga- 
nization of the United Nations, and publications of the Inter- 
national Institute of Agriculture. For details, see Appendix B. 


Note. — Provisional target estimates are italicized. 


and Bulgaria. 


5 In cattle units: 1 cow = 1 horse = 2 pigs = 6 sheep or 
goats = 50 chickens. 


с Pre-war boundaries, 


Table 118 


ACTUAL AND PLANNED NUMBER OF TRACTORS IN RELATION TO ARABLE LAND 
IN EASTERN EUROPEAN COUNTRIES 


Number | Arable land 
Country and year (thou- per tractor 
sands) (hectares) 
1946 5.5 3,000 
1947 12.5 1,320 
Poland... . , 1948 14.4 1,150 
1949 16.5 1,000 
1955 76.5 220 
1946 11.8 460 
: 1947 16 0 340 
Ozechoslovakia . 1948 99.0 250 
1953 45.0 120 
1947 11.9 490 
Н. 1948 13.3 440 
доу 1949 | 15.0 390 
1954 21.04% 280 


Number |АгаЫе land 
Country and year (thou- | per tractor 
sands) (hec ares) 
Pa : 1948 11.0 850 
NIG Cet kD ВВ 740 
Е 1946 4.0 1,800 
Yugoslavia - 1951 | 4.5 | 1,710 
/ 1946 4.6 920 
Bul В 1947 4.9 870 
Я жд 1948 5.0 850 
1953 10.0 430 
| 1946 44.9 1,100 
Tota of above \ 1947 59.3 820 
countries 5 21 1948 69.7 700 
1949 81.2 600 
last year of Plan | 169.5 290 


Sources. — The figures have been taken from national 
publications. For details, see Appendix B. 


Norte. — Planned figures are italicized. 


The plans foresee a substantial increase 
in the use of tractors and of fertilizers. The 
number of tractors in the six countries, as shown 
in Table 118, rose from 45,000 in 1946 to 70,000 
in 1948 and will rise to 170,000 during the period 


а State tractors only. 


5 Including estimates for those countries for the years 
for which data are not available. 


of the plans. Arable land per tractor had 
fallen to about 700 hectares by 1948 and 
is expected to fall to 300 hectares by the end 
of the plans. The increase in the number of 
tractors may not, however, compensate fully 
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for the drastic reduction in draught animals. 
As Table 117 shows, the number of horses, 
asses and mules fell by about 50 per cent as 
a result of the war, and the pre-war numbers - 
may not be restored by the end of the plans. 
To compensate for the shortage of 1.2 to 1.6 
million horses, at least 200,000 to 270,000 
tractors would be required. 

In the countries of Eastern Europe there 
is also a great need for artificial fertilizers 
which is aggravated by the shortage of natural 
manure due to the large drop in livestock 
numbers. The shortage, which may be esti- 


mated at 450 thousand tons of pure fertilizer 
content for 1947/48, has not so far been made 
good by the increased application of artificial 
fertilizer which, for the same crop year, 
increased by only some 80 thousand tons 
over the pre-war average. A very substantial 
expansion in fertilizer application is, however, 
planned and, as Table 119 shows, by 1951 
the total application of fertilizers should be 
about twice, and that of nitrogenous ferti- 
lizers over three times, the pre-war average. The 
amount of fertilizers per hectare will, however, 
still vary widely in the various countries. 


Table 119 


ACTUAL AND PLANNED CONSUMPTION OF ARTIFICIAL FERTILIZERS 
IN EASTERN EUROPEAN COUNTRIES 


Thousands of tons and kilogrammes per hectare 


Nitro- Phos- Nitro- Phos- 
Potash Potash 
otal | segue | phate) Teeth’ | tot | eet | Baal | Te 
Country and year р ен РЯ и esha ligers 
Thousand tons 4 Kilogrammes per hectare 
1934/38 > 121 27 54 40 6.4 1.4 2.9 2.1 
| 1946/47 142 52 35 55 8.6 3.2 2.1 3.3 
Poland . -2 1947/48 179 56 58 65 10.8 3.4 3.5 3.9 
1950/51 221 77 64 80 13.4 4.7 3.9 4.8 
1955 552 33.5 SS ee 
1934/38 6 105 25 50 30 17.9 4.3 8.5 Ace 
: 1946/47 132 25 37 70 24.3 4.6 6.8 - 
ee ae 129 27 44 58 23.8 5.0 8.1 10.7 
1953 156 45 68 43 28.7 8.5 12.5 7.9 
1934/38 5 1l 3 7 1 1.8 xe У 0.2 
1946/47 1 1 — — 0.2 0. — — 
1042143 5 2 3 ox 0.9 0.4 0.5 = 
1954 90 15.5 : Si 
1934/38 © 6 3 3 — 0.7 0.4 0.4 — 
Yugoslavia 1946/47 if 5 2 — 0.9 0.7 is — 
2 1041/48 7 6 1 ce 1.0 0.8 0. = 
1950/51 63 5 8.2 | ыы: 
1934/38 © 243 58 114 71 a fe a 
Tora. of 1946/47 282 83 74 125 at ae oe 
above countries | 1947/48 320 91 106 123 ye ee yy 
1950/51 с 449 175 134 140 : д : 
last year of Plan 861 | | 


Sources. — The figures have been taken from data compiled 
by the Food and Нее Organization of the United 
Nations and from national statistics. For details, see Appen- 
dix B 

Es. — Planned figures are italicized. Owing to round- 
Ei ae of Samoans not necessarily equal the totals 
indicated above. 


a Pure fertilizer content: nitrogenous fertilizers, 20 per 
cent ; phosphate fertilizers, 17 per cent ; potash fertilizers, 
40 per cent. 

b Pre-war consumption is related to pre-war arable land. 

с Including estimates for Hungary, Czechoslovakia and 
Yugoslavia. 
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In Czechoslovakia the use of fertilizers рег 
hectare in 1950/51 will be about twice as 
large as in Poland, and the differences in 
comparison with other countries are even 
greater. For the following years, the available 
data indicate that there will be a further very 
large expansion. By 1955, the use of fertilizers 
in Poland is planned to be raised two and a half 
times above the 1950/51 level, and an even 
larger increase is planned in Hungary. 

Little information is available on the planned 
changes in the production of timber. In 
Czechoslovakia, the output is planned to 
reach a level about one-sixth above pre-war, 
but about one-fifth below 1948. In Yugoslavia, 
timber production at the end of the plans will 
be about one-sixth below the pre-war output. 


Conclusions 


The Eastern European countries largely 
depend on their own resources for their econo- 
mic development; their investment in fixed 
capital, as was shown above, though it may 
lag behind the plans, is rising fast and, as their 
national income increases, they plan to devote 
a higher proportion of resources to capital 
formation. The pace of development should 
therefore be accelerated in successive years. 
However, the degree to which they can solve 
the problem of industrialization within a 
limited space of time will depend not only on 
the level of capital investment but also on the 
nature of investment and, in particular, on 
how much additional employment a given о 
amount of investment is able to create. All the 
plans indicate that capital investment will tend 
to be concentrated in those industries where 
capital per worker employed is relatively 
high. Hence, the increase in industrial employ- 
ment, though substantial in relation to current 
levels of employment in industry, will go only 
a little way towards absorbing the surplus 
agricultural populations. If a higher proportion 
of investment were devoted to the light indus- 


tries, the level of industrial employment and 
the level of real income would increase much 
faster. The emphasis on the development of 
heavy industries, while providing a firm base 
for the future, is bound to delay the pace of 
economic development and the rise in the 
standards of living in the intermediate years. 
The alternative of concentrating on the light 
industries or on agriculture would, however, 
require heavy imports of both agricultural 
and industrial machinery on which these 
countries, partly for political or strategic 
reasons, do not wish to rely. Before the war, 
the Eastern European countries were largely 
dependent on Germany for the supply of 
machinery and equipment, and their experience 
has taught them to feel that a country concen- 
trating on heavy industries can secure economic 
domination over its neighbours. However 
that may be, there can be little doubt that their 
industrial development, both in heavy and 
light industries, could be considerably acceler- 
ated through higher imports of machinery and 
equipment, which in turn would require the 
creation of larger exportable surpluses of food- 
stuffs and industrial materials. In this respect, 
certain of the agricultural plans which aim at 
developing the production of crops faster than 
the production of livestock, may not be on the 
most advantageous lines. It was frequently 
argued before the war that the Eastern 
European countries ought to develop livestock 
production at the expense of crop production, 
since by this method they would be able to 
raise their agricultural output in terms of 
value at a faster rate, and could employ their 
dense agricultural populations more fully. 
In the long run it might be advantageous 
for the Eastern European countries to develop 
exports of livestock produce to Western 
Europe, even if it were necessary to import 
for this purpose coarse grain from areas where 


@ 
the density of agricultural population is low, 


such as the Soviet Union. 


ah evr, aod 


Chapter 9 


PROBLEMS AND PROSPECTS 


1. RECOVERY IN 1948 


The review of events presented in this 
SURVEY suggests that 1948 was, in all respects, 
а year of remarkable progress. Industrial 
production in Europe rose by 16 perf cent and 
agricultural production by 12 per cent. In 
thé Soviet Union, industrial production rose 
by 27 per cent and the grain harvest reached 
its pre-war level. The productivity of labour 
in industry appears to о, е risen by some 9 per 
cent. The rise in industrial production in 
Europe, and the rise in productivity of labour, 
were greater than in the previous year. There 
was a substantial improvement in the rate otf 
capital formation and the volume of net 
inves exceede е evel by about 
one-quarter. е improvement in exports was 
even greater than in production. The volume 
of overseas exports increased by 30 per cent 
and at the same time imports from overseas 
were reduced by 6 per cent as abnormal 
requirements, mainly from the Western Hemi- 
sphere, diminished. Imports from the United 
States were cut by 30 per cent. The supplies 
of raw materials to industry improved consi- 
derably in most branches of production, which 
eased specific shortages and secured a more 
balanced improvement. Concurrently with the 
rise in production, there was a gradual return 
to conditions of monetary stability which 
improved incentives to work in a number of 
countries and contributed in turn to the rise 
in production. In the field of public finance, 
Government budgets у 4, 
and in some countries the surplus of revenue 
over current expenditure provided a major 
source of finance to capital investments. 


With the exception of a few countries— 
notably Italy, Hungary, Belgium and the 
Western and the Soviet Zones of Germany— 
unemployment remained very low. The con- 
сте Séncé Of mass unemployment was the 
major reason for the recovery of production 
being so much faster than after the first World 
War. The economic depression which set in in 
1921 caused a strong recession in industrial 
recovery with the result that the pre-war level 
of production was not reached until 1925, or 
seven years after the conclusion of hostilities. 
After the second World War, the comparable 
result was achieved in three years. Assuming 
that the current high levels of employment can be 
maintained—and the countries of Europe are 
now undoubtedly far better equipped for 
offsetting the effects on their own economies 
of cyclical influences emanating from outside 
—the rise in industrial production is bound to 
continue. In the more developed industrial 
areas of Europe, increases in production will 
largely depend on the rate of increase of produc- 
tivity, since there are no appreciable reserves 
of unemployed labour to draw upon. In the 
less developed countries, however, the rise in 
industrial production may be accelerated by 
the gradual absorption into industry of surplus 
populations from the land. Industrial produc- 
tivity has recently been rising at abnormally 
high rates in relation to pre-war, which, as 
has been indicated in Chapter 1, was due to 
the return to more normal conditions and 
probably reflects also the delayed effects of 
technical improvements made in the past ten 
years. 
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In the coming years, the rate of increase in 
productivity will probably slow down as, in one 
industry after another, the organization of 
production settles down to a more stable 
pattern. But this is likely to be a gradual 
process, so that, if high levels of employ- 
ment are maintained, substantial increases in 
production may continue for some years. 


While the record of recovery since the war 
is thus impressive and, with continued full 
employment, further progress may be counted 
on in the coming years, the significance of this 
advance cannot be judged solely in terms of 
percentage increases. One must also consider 
the level taken as the starting-point and the 
magnitude of the problems to be faced. The 
probable improvements over t ve 
years, ог even in the coming decade, are not 
В to bring about a solution of the  Dawic 


poverty in which the majority of the Buro ean 
poverty in whieh the many ofthe реа 
through revolutionary changes in the tech- 
niques of production. As is argued in the 


final section of this chapter, the ый 
are likely to be devoted to capital investment 


are far from eally 
substantial improvement in living standards, 


or to narrow the tremendous гар between the 
actual levels of productivity in European 
industry and the levels that could be reached 
if the capital equipment and organization of 
production were improved to standards com- 
parable with those in the United States of 
America. 


The maintenance of high levels of employ- 
ment will depend, moreover, not only on the 
internal policies of the European countries 
but on their continued ability to obtain the 
necessary supplies of raw materials from 
abroad. At present, this is only temporarily 
assured through the financial assistance pro- 
vided by the United States, in the absence of 
which Europe could have financed only two- 
thirds of its overseas imports in the past year. 
The problem of the overseas balance of pay- 
ments remains, therefore, the most threatening 


aspect of Europe’s present economic situation. 
It is primarily a problem of the Western 
European countries, but it affects the Eastern 
European countries as well, whose imports 
of raw materials from overseas will increasingly 
depend on the surpluses earned in their trade 
with Western Europe. 


As was shown in Chapter 6, the deficit in 
Europe’s balance of payments with the out- 
side world has fallen by about one-quarter, or 
$2,000 million in 1948 compared with 1947, 
and, but for the rise in the prices of imports in 
relation to exports, the improvement would 
have been more than $1,000 million greater. 
In fact, the adverse balance of $5,600 million 
was still very substantial. Reckoned in 1948 
prices ang assuming that invisible transac- 
tions will improve by an additional $600 
to $800 million, it will require a further 
increase of exports of 55 to 60 per cent to cover 
the cost of the current volume of imports. Since 
in the last two years Europe’s overseas exports 
expanded at the rate of 30 per cent per annum, 
the continuance of the same rate of expansion 
would mean that the necessary increase would 
be reached before the end of 1950. Viewed from 
the side of production, this is by no means an 
impossible goal, since overseas exports in 
themselves form only a fairly modest propor- 
tion—around 15 per cent—of Europe’s indus- 
trial production, and the level of industrial 
production has so far been rising at the rate of 
more than 10 per cent per annum. But how 
far it will be possible to restore the balance of 
payments in this way will also depend on two 
other factors which are only partly under the 
control of European countries. One is the 
future movements in Europe’s terms of trade 
which are largely influenced by the world price 
relations between primary products and manu- 
factured goods. The other is the nature of the 
adjustments in the United States balance of 
payments which must occur concurrently with 
the elimination of Europe’s current balance 
of payments deficit. In the following sections 
these two aspects of the problem will be 
examined in some detail. 
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2. PROSPECTS OF THE TERMS OF TRADE 


One of the most important variables affect- 
ing Europe’s future position is the movement 
of its terms of trade. If, for instance, the terms 
of trade should move to Europe’s disadvantage 
by only 10 per cent, the increase in exports 
necessary to restore balance of payments equili- 
brium would have to be about 30 per cent 
greater than on the present basis. Conversely, 
an improvement of only 10 per cent would 
reduce the size of the export expansion required 
by an equal amount. The actual outcome in 
Europe’s terms of trade will be determined 
by two main factors. One is the prospective 
change in export prices of European countries 
in relation to those of their overseas com- 
petitors, particularly the United States. The 
other is the change in the relative scarcity of 
primary products in relation to manufactures. 


Europe’s Export Prices 


As was shown in Chapter 5, Europe’s terms 
of trade have deteriorated in the last two 
years, although the deterioration so far has 
been more moderate than is commonly sup- 
posed. In 1946, the overseas terms of trade 
of Europe as a whole were, in fact, more 
favourable than in 1938; in 1947 they were 
about equal; and in 1948 they were about 
10 per cent worse. It has also been seen, how- 
ever, that movements in Europe’s terms of 
trade do not as yet fully reflect the rise in the 
prices of foodstuffs and raw materials in rela- 
tion to the prices of manufactured goods as 
expressed in price movements in the American 
market. This is largely due to the fact that 
the export prices of European countries have 
risen considerably more than corresponding 
United States prices, while, in the particular 
case of the United Kingdom, foodstuffs and 
raw materials have been procured abroad at 
prices considerably more favourable than those 
ruling in the United States. Measured in terms 
of American price movements since 1938, the 
relative increase in the prices of Europe’s 
imports compared with those of its exports 
would have been 27 per cent rather than 10 per 
cent in 1948, although the fall in American 


prices of primary goods would have reduced 
this deterioration to 22 per cent by the end 
of the year. 


The analysis in Chapter 5 suggested that 
the ability of European countries to sell their 
manufactures at relatively high prices was 
largely due to the world dollar shortage and 
the system of inconvertible currencies which 
was inevitably associated with it. There can 
be little doubt that the further expansion 
of exports required to restore balance of pay- 
ments equilibrium will necessitate the lowering 
of European export prices relative to American 
prices. Although in certain markets European 
goods may be protected from competition with 
United States exports Бу. bilateral controls 
over trade, price reductions would almost 
certainly be necessary in any export expan- 
sion aimed at reducing the dollar deficit, since 
this would inevitably involve either replacing 
American products with European products 
in third markets, or increasing exports to the 
United States, or both. 


Hence, Europe’s terms of trade will be likely 
to continue to deteriorate with a further 
approach towards balance of payments equili- 
brium, unless the prices of primary products 
in the world markets fall sufficiently to offset 
the reduction in export prices. In American 
markets the prices of foodstuffs have fallen 
considerably from the very high levels reached 
in January 1948, and the prices of industrial 
raw materials have also shown a declining 
cendency in the last few months. It may be 
worth while, therefore, to examine some of 
the basic factors responsible for the post-war 
movements in prices of primary goods and to 
consider the future prospects more closely. 


Price Movements of Primary Products 


The prolonged rise in the prices of primary 
products relative to the prices of manufactures 
is perhaps the most important single factor 
which causes Europe’s present position to com- 
pare unfavourably with that of the aftermath 
of the first World War. After the first World 
War, the problem of post-war adjustments was 
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very greatly eased by the fall in the prices of 
foodstuffs and industrial raw materials in 
terms of manufactures. During the slump of 
1921, the prices of primary products in world 
trade were 30 per cent lower in terms of manu- 
factured goods than in 1913. In subsequent 
years the relative prices of primary products 
rose, but remained throughout the 1920’s 
some 10-20 per cent lower than before the 
first World War. In the 1930’s there was a 
further considerable fall in the prices of pri- 
mary products, so that in 1938 a given volume 
of manufactured goods bought about 50 per 
cent more primary products than in 1913. It 
must be emphasized, however, that this favour- 
able relationship between the prices of primary 
products and manufactures throughout the 
inter-war period was rather exceptional in rela- 
tion to past history. The United Kingdom’s 
terms of trade (which largely reflect this price 
relation) were distinctly more favourable during 
the inter-war period than at any time since 
the 1820’s.1 


The comparative scarcity of primary pro- 
ducts is affected by a number of factors, the 
most important cause being the relative 
movement of primary and secondary produc- 
tion in the world as a whole. In addition, 
the distribution of production between different 
areas also has an influence, particularly in 
the case of foodstuffs, in that an increase in 
production in the food surplus areas, or a 
fall in production in the deficit areas, has a 
bigger influence on prices than the same 
percentage change spread proportionately over 
all areas. But, fundamentally, the relative 
movement in primary and secondary рго- 
duction is probably the most important factor 
which determines the prices at which primary 
products and manufactures exchange against 
each other. Over long periods, the relative 
movement of productivity in the two sectors 
exerts an influence on this relation. Over 
shorter periods, however, cyclical factors, 

+ Оп the basis of United Kingdom trade statistics, 
the price relation between the imports of primary 
products and the exports of manufactures appears to 
have been similar in the period 1810-1825 to the period 
1921-1938. From the late 1820’s, the cost of imports 
in terms of exports gradually rose by about 50 per cent, 


until the mid 1860’s, and afterwards gradually fell by 
about 20 per cent until 1913. 


which mainly affect the output of secondary 
industries, exert a more powerful influence, 
since the output of manufactured goods is 
far more responsive to short-term changes in 
demand than the output of primary products. 


In the inter-war period the expansion of 
industrial production was restricted by lack 
of effective demand giving rise to heavy 
unemployment in all the main industrial 
areas. According to the calculations of the 
League of Nations,! world industrial production 
was only 4 per cent above 1913 in 1923, 
while world agricultural production was 3 per 
cent higher.2 In the early 1930’s, world 
industrial production fell on account of the 
intense economic depression and this led to an 
increased relative abundance of primary 
products. 


The picture after the second World War 
has been fundamentally different. In 1948, 
world industrial production, according to the 
estimates of the United Nations,* was 42 per 
cent above 1938, whereas world food produc- 
tion in 1947/48 was 4 per cent below the 
average of 1934-1938.4 The increase in world 
industrial production was largely due to the 
rise in production of the. United States which 
accounts for nearly one-half of the world’s 
total production of manufactured goods, and 
whose output. was 115 per cent higher than 
in 1938 (or 70 per cent above 1937). Industrial 
production in the rest of the world was only 
7 per cent above pre-war ; in Europe, excluding 
Germany, it was 13 per cent above 1938. The rise 
in United States production since 1938 was, in 
greater part, due to an increase in industrial 
employment of 70 per cent and only to a 
lesser extent to an increase in the productivity 

1 Memorandum on Production and Trade, 1913 and 
1923-1927, League of Nations, Geneva, 1929, рае 


also, Industrialization and Foreign Trade, League of 
Nations, Geneva, 1945, p. 134. 


* Between these two years, therefore, the relation 
between world agricultural and industrial production 
thus remained broadly the same. If agricultural 
prices nevertheless fell considerably in relation to 
industrial prices, this may be explained by the rela- 
tively high increase in production in the food surplus 
areas, particularly in North America. 

° Major Economic Changes in 1948, Department of 
Economic Affairs, United Nations, Lake Success, 1949. 

4 1 the following year, world agricultural production 


probably somewhat exceeded the pre-war level, but no 
estimates are yet available. 
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of labour. In Europe, the rise in production 
was entirely due to the rise in employment. 


In agriculture, the fall in production was 
concentrated in Europe and to a lesser extent 
in the Far East. In other areas production 
has been above pre-war, the increase being 
largest in the United States and Canada, 
where output in 1947/48 was 30 per cent, 
and in 1948/49 40 per cent, higher than in 
1935-1939. In contrast to industry, there 
was an actual fall in employment in agriculture 
in the United States and the rise in produc- 
tion was entirely due to a 75 per cent increase 
in output per man and a corresponding 35 per 
cent increase in output per hectare. In the 
food-deficit areas, the scarcity of foodstuffs 
caused by the fall in production was aggravated 
by the fact that the surplus areas other than 
North America reduced their exports in rela- 
tion to production, and retained larger shares 
of their output for home consumption. Thus, 
the deficit areas are now very much more 
dependent on North-American supplies than 
before the war. The United States and Canada 
accounted for 46 per cent of world exports 
of food in 1947/48 compared with only 18 per 
cent in 1934-1938. 


As the large increase in world industrial 
production since 1938 was mainly due to 
an increase in the level of employment, and 
only to a smaller extent to a rise in the pro- 
ductivity of labour, the increase in world 
industrial production clearly cannot continue 
at the same rate, even assuming that current 
levels of employment are maintained and 
are not reduced by cyclical influences. On 
the other hand, with the recovery in production 
in Europe, and as a result of new investments 
in overseas territories, world primary produc- 
tion is likely to continue to expand. 


Though the opening-up of new areas which 
resolved periods of food shortage in the 
past (such as the opening-up of the American 
West in the mid-19th century; Argentina, 


1The rise in the productivity of labour in industry 
between 1938 and 1948 was actually 27 per cent, but a 
considerable part of this increase was merely a reflection 
of the increase in employment in that the low level of 
activity in 1938 depressed the level of productivity as 
well. п relation to 1937, the rise in industrial produc- 
tivity was only 15 per cent. 


Australia and New Zealand in the late 19th 
and early 20th centuries) is unlikely to be 
repeated on the same scale, the possibilities 
of substantial increases in food production 
are by no means exhausted. The experience 
of the United States in the past ten years— 
when the productivity of agriculture rose 
at a very much faster rate than that of industry 
—points to the vast potentialities for increasing 
food production through raising output per 
hectare, though the realization of such improve- 
ments would be a gradual process requiring 
heavy capital investment in agriculture. 
Recent indications also suggest that the 
Soviet Union may come back to the world 
market as a large exporter of grains. 

The indications are therefore that in coming 
years world primary production will tend 
to increase relatively to secondary production. 
The question whether the price relations 
of the inter-war period—particularly of the 
1930’s, which were unusually favourable to 
Europe—can be restored is, however, more 
doubtful. For one thing North America is 
likely to retain a far bigger share of the world 
food trade than before the war, and hence 
will exert a major influence on the level of 
prices of basic foodstuffs. United States 
price support policies may prevent a large 
fall in grain prices, even if the world’s supply 
and demand situation would indicate a fall. 
On the other hand, world prices of industrial 
raw materials will clearly be more sensitive 
to cyclical movements in the United States. 
An economic recession in the United States 
would tend to improve Europe’s trade relations 
with overseas countries, other than the United 
States, since, under the present system of 
inconvertible currencies, a fall in American 
demand would not necessarily propagate itself 
in other areas. Considering its effects on the 
relative scarcity of primary products alone, 
it would therefore undoubtedly tend to ease 
Europe’s adjustment problem. On the other 
hand, an American recession would further 
aggravate the world dollar shortage, since 
United States imports would tend to fall rela- 
tively to its exports. It would therefore bring 
the basic problem of the American balance of 
payments even more acutely into the foreground. 
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3. THE UNITED STATES AND EUROPE 


The Dollar Problem 


Europe’s balance of payments with the 
United States presents an additional and far 
more intractable problem than the general 
problem of disequilibrium caused by the 
insufficiency of exports in relation to imports. 
It was indicated above that an expansion of 
Europe’s overseas exports of the order of 55 
to 60 per cent would, at the 1948 terms of 
trade, suffice to cover the current volume of 
imports. This, however, would not in itself 
solve the dollar problem. A general rise of 
some 60 per cent would still leave Europe’s 
exports to the United States $3,000 million 
short of the current level of imports from the 
United States. Hence, to eliminate the deficit 
on current dollar transactions, either the in- 
crease in exports would have to be largely 
concentrated in the United States market— 
in which case the necessary increase in exports 
to the United States would have to be of the 
order of 300 per cent rather than 60 per cent 
—or else conditions would have to be created 
under which the European countries would be 
able to convert their surplus earnings in other 
areas into dollars, on a large scale. 


As long as the post-war level of production 
of European countries remained low in rela- 
tion to their essential needs, the balance of 
payments deficit appeared to have its setting 
primarily in European conditions and could be 
regarded as simply the expression of the need 
for large-scale assistance for relief and recon- 
struction. With the recovery which has now 
been achieved in European production and 
trade, the nature of the problem has changed 
fundamentally. It is clear that Europe’s 
balance of payments deficit has its counterpart 
in the United States balance of payments 
surplus. Deficits and surpluses are simply 
alternative expressions of the same quantity, 
like two sides of a single coin. Neither problem 
can be considered in isolation from the other. 
It is true that the United States shows a 
surplus not only towards Europe, but towards 
other major trading areas as well, the latter 
amounting to some $2,700 million in 1948. 


This, however, only aggravates the problem of 
the United States balance of payments surplus 
and, so long as the surplus retains its universal 
character, restoration of multilateral trade and 
payments in world trade is rendered impossible. 


The Dual Nature of United States Trade 


The essence of the problem lies in the 
fact that the United States, besides being the 
most highly developed industrial country of 
the world, is also the world’s largest surplus 
area and Europe’s largest supplier of primary 
products. Its foreign trade has consequently 
a peculiar dual character. On the one hand, 
it is similar to that of the Western European 
countries in that the United States imports 
foodstuffs and raw materials from primary 
producing countries and exports manufactures 
to them. On the other hand, it supplies pri- 
mary products (and also manufactures) to the 
industrialized countries of Europe which can 
only furnish manufactured goods in return. 
The second type of exchange, however, does 
not function smoothly because, unlike other 
primary producing areas, the American eco- 
nomy is not dependent on the importation of 
foreign manufactures to any major extent. 
Europe’s trade with the United States thus 
does not conform to the traditional pattern of 
Europe’s overseas trade, which consists of the 
sale of manufactured goods in exchange for 
foodstuffs and raw materials to countries 
which do not possess sufficient industrial 
capacity to satisfy their own requirements. 
The productive capacity of American industry 
is more than capable of satisfying home 
demand ; hence, any considerable importation 
of manufactured goods would tend to restrict 
the utilization of home industrial capacity 
unless the demand of American consumers 
could be stimulated sufficiently for the growth 
of consumption to keep ahead of the rise in 
productive capacity. 


The exceptional self-sufficiency of the United 
States, which is thus responsible for the un- 
balanced nature of its foreign trade, is only 
partly to be explained by such well-known 
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factors as the abundance of its natural resources 
or the highly protectionist tariff policy it 
followed in the past. An important additional 
cause is to be found in the special develop- 
ments of the American economy arising out of 
the first and second World Wars. In both of 
these periods—and to a much greater extent 
during and after the second World War than 
the first—the structure of production in the 


United States was adapted to meet the special 
wartime and post-war needs of Europe as 
well as to sustain its own military effort 
abroad. As a result, the increases in produc- 
tion were largely concentrated on those sectors 
—such as foodstuffs and engineering products— 
in which its peacetime production had already 
tended to exceed domestic consumption re- 
quirements. At the same time, the severance 
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of major sources of imports provided a strong 
stimulus, more effective even than high tariffs, 
to the development of new branches of in- 
dustry—such as chemicals, dyestuffs and 
optical glass during the first World War, or 
synthetic rubber during the second. 


The effects of the second World War on 
increasing American self-sufficiency may be 
gauged from the fact that the total amount 
of imports ‹ш 1948 was only 5 per cent 
greater in real terms than in either 1929 or 
1937, whereas the United States total produc- 
tion was two-thirds larger in 1948 than in 
either of those years. The deficiency in United 
States imports since the war, compared with 
what they would have amounted to on the 
basis of the pre-war relationship between 
imports and production, is clearly shown in 
Chart 7. It will be seen that the shortfall 
in United States imports has been chiefly in 
finished manufactures and semi-manufactures, 
and that imports from Europe in particular 
were roughly $1,750 million less in 1948 than 
could have been expected on the basis of 
pre-war experience. Part of this deficiency 
may be due to shortages of supply and may 
therefore disappear as production recovers in 
Europe and the Far East, but the war has un- 
doubtedly resulted in a considerable displace- 
ment of American demand for goods previously 
obtained from these areas. 


Although seen from opposite sides, the 
balances of payments of Europe and of the 
United States are thus intimately related. 
Europe’s prospects of attaining equilibrium 
are closely bound up with the future evolution 
of the external position of the United States. 
This of course will be affected by the policies 
pursued by Europe, but it will depend even 
more on the policies pursued by the United 
States independently of Europe ; and both the 
nature and the size of the adjustments which 
Europe has to make will vary greatly according 
to whether the United States follows one 
policy or another. 


Alternative Solutions to the Problem 


Briefly expressed, there are three possible 
lines of solution to the balance of payments 


problems of Europe and the United States : 
Europe can expand exports, curtail imports 
or go on borrowing. The United States can 
expand imports, curtail exports or go on 
lending. The question is, however, more 
complex than this, for each of the three courses 
in turn contains various possible alternative 
lines of development. 


A reduction in United States exports could 
take place in either or both of two ways: a 
reduction in the flow of primary products to 
Europe, or a reduction in exports of manu- 
factured goods, both to Europe and to over- 
seas countries. With regard to the first possi- 
bility, it was seen in Chapter 6 that European 
purchases of foodstuffs and industrial materials 
from the United States declined appreciably 
from 1947 to 1948 and in some instances were 
already smaller than before the war. The 
possibilities of further curtailment will depend 
on the extent to which supplies from non- 
dollar sources can be expanded with the rise 
in production in Europe itself and in overseas 
areas. For reasons given earlier in this chapter, 
Europe’s total requirements for primary рго- 
ducts from the United States are likely to 
remain—at least for some time—higher than 
before the war; and even then, Europe’s 
exports, although higher than at present, 
directly covered less than half of its imports 
from the United States. 


With regard to the second possibility, United 
States exports of manufactures to Europe, 
though less than in 1947, were still abnormally 
high in 1948 on account of reconstruction 
needs, and will probably continue to decline. 
Exports of United States manufactures to 
other areas are also likely to fall because of 
the lack of financial means to continue pur- 
chases at recent levels. Europe may benefit 
to some extent in consequence, since the dol- 
lar shortage may induce South America and 
other overseas areas, with which Europe still 
has a sizeable deficit, to turn to Europe as a 
source of supply. However, any reduction 
of exports which would indirectly serve the 
purpose of reducing Europe’s present dollar 
deficit, would necessitate displacing American 
manufactures beyond that point—i.e., it would 
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be necessary for third countries to divert their 
purchases to European countries not on account 
of the shortage of dollars but because European 
goods can compete successfully with American 
goods. Only in this way can the expansion 
of European exports proceed far enough to 
enable third countries to earn a dollar surplus 


which they could apply to purchases in 
Europe. 


The possibility of increasing United States 
imports as an alternative to making the 
adjustment through a reduction of exports 
might also take either of two forms: an 
increase in American imports of manufactured 
goods from Europe, or a rise in American 
purchases of primary products from other 
overseas countries. It has already been seen 
that United States imports of both types since 
the war have been abnormally low in relation to 
its national income, while, in order to eliminate 
the surplus in the United States balance of 
payments at the current level of exports, 
the rise in imports would have to proceed 
considerably beyond the restoration of the 
pre-war relation between imports and the 
national income. | 


Any of the alternatives discussed so far 
would be almost bound to entail an appreciable 
deterioration in Europe’s terms of trade, and 
thus would make the burden of adjustment 
larger than was indicated. A reduction in 
American exports of primary products to 
Europe could clearly be pursued only to the 
extent that Europe could obtain essential 
supplies from alternative sources. Moreover, 
any large-scale attempt at such a diversion of 
purchases would be bound to raise the price 
of imports from non-dollar атеаз.' As was 
shown in Chapter 5, last year there were 
already some spectacular price increases for 
this reason, which, in certain cases, yielded 
no appreciable increase in supplies. 

A substantial increase in American imports 
of primary products from overseas areas, 
although it would be unlikely to take place 
in the absence eof special measures, might 
restore the multilateral pattern of trade where- 


1Such a rise in non-dollar prices might, however, 
be offset by a resulting fall in American prices. 


by Europe’s dollar deficit could be covered 
through surpluses earned in third countries, 
and thus make it possible to spread the 
increase in exports over a wider market. On 
the other hand, it would tend to reduce con- 
siderably the supplies of primary products 
available to Europe and thus raise their 
relative scarcity in relation to manufactures. 


If, on the other hand, a multilateral 
pattern of trade were to be restored through a 
reduction in American exports to non-European 
areas, the supply of primary products would 
be larger, but the prices of European manu- 
factures would have to be considerably reduced 
in order to make them sufficiently competi- 
tive to displace American goods on a large 
scale. 


Finally, if the adjustment took the form of 
increased United States imports directly from 
Europe, again the prices of European manu- 
factures would have to be reduced in order 
to enable them to compete more effectively 
with American goods in the American home 
market. 


Among these alternatives, the one last 
discussed might well prove to be the most 
advantageous form of adjustment from a 
European point of view, despite the difficul- 
ties involved in exporting manufactured goods 
to a more highly developed industrial area. 
It would avoid the necessity for a downward 
adjustment in the volume of world trade 
which, from the standpoint of Europe, is 
certainly a less desirable alternative than an 
adjustment through an expansion of trade. 
It would mean, also, that European countries 
would have a greater freedom of choice in 
selecting the range of commodities in which 
they wished to compete with American manu- 
factures. The displacement of American pro- 
ducts in third markets would necessarily have 
to be concentrated more on the products of 
the heavy industries where the comparative 
cost advantages of American industry are the 
greatest. Increased European exports to the 
United States, on the other hand, could be 
more concentrated on the products of the light 
industries, where the comparative advantage 
of the United States is less. 
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As against these considerations, the expan- 
sion of European sales in the United States 
market would have to overcome formidable 
obstacles. The American tariff, although pro- 
gressively reduced during the last fifteen years, 
still excludes many European commodities 
which might otherwise successfully compete in 
the United States market. In addition, Ameri- 
can customs procedures involve delays and 
uncertainties which add inordinately to the 
usual risks in international trade. The fact 
that sales of European manufactures in Ame- 
rica have hitherto been extremely small means 
that a substantial increase of exports to 
America would involve launching sales in a 
new market and would certainly require heavy 
initial marketing expenditures. In Table 120, 
an estimate is given of the share of European 
exports in total American consumption in the 
case of 55 commodities in 1937. The average 
share of European goods amounted to only 
0.6 per cent, and in only four cases was the 
share larger than 10 per cent. Comparable 
figures are not yet available for post-war 
years, but since Europe’s current exports of 
manufactures are now only about 60 per cent 
of the 1937 level, whereas American manu- 
facturing output has risen by 70 per cent, 
the ratios in 1948 would, on the average, be 
only about one-third as large or of the order 
of 0.2 per cent. 


Although it would thus be possible to increase 
exports from Europe very substantially without 
significantly encroaching on the share of 
American suppliers in total domestic sales, 
the problem is likely to become more difficult 
as the post-war sellers’ market ends and as 
available supplies rise in relation to demand. 


While the readjustment problem naturally 
appears less critical to the balance of payments 
surplus area than to the deficit area, the choice 
among the different courses which have been 
considered is, in a sense, more difficult from the 
standpoint of the United States than from 


1The commodities given in Table 120 cover two- 
thirds of total United States imports of finished manu- 
factures from Europe in 1937, excluding certain items 
which are more in the nature of industrial materials 
(particularly fertilizers, newsprint, wrapping-paper and 
chemicals). 


the standpoint of Europe. In the immediate 
post-war period, the high level of United 
States exports tended to intensify domestic 
shortages in some commodities and, for a 
time, to add to inflationary pressure. But 
with tendencies towards surpluses now be- 
coming evident in certain commodities, and 
with some uncertainty over the future course 
of business activity, a continued decline in 
United States exports, whether of manu- 
factures or of primary goods, would inevitably 
have repercussions on the American economy. 
On the other hand, the same factors would 
give rise to equally serious problems in the 
absorption of substantial amounts of additional 
imports. There is no reason to suppose that 
the United States would be more willing 
than any other country to admit imports of 
foreign goods at the cost of restricting domestic 
activity and employment ; and the care which 
has been shown throughout the Trade Agree- 
ments Programme to avoid damaging any 
domestic industry provides an indication of 
the difficulties that might be encountered 
in undertaking an active policy for the stimu- 
lation of imports on a scale sufficient to 
balance the external accounts. 


Thus, a continued reduction in exports or 
an increase in imports sufficient to balance 
its external accounts would present an equally 
unwelcome choice. A similar dilemma faced 
the United States after the first World War 
when it requested European countries to repay 
their war debts, but was unwilling to admit 
imports on a sufficient scale to make their 
payment possible. The situation following 
the second World War has become still more 
distorted, since it would now be difficult for 
the United States to absorb sufficient imports 
to pay for current exports, let alone for the 
repayment of debt. 


Because of the difficulty of choosing between 
export contraction and import expansion, 
the United States has tended to regard the 


1 It may be significant in this connection that, in the 
legislation authorizing the European Recovery Pro- 
gramme in 1949/50, the United States Congress included 
a prohibition against the use of any ERP funds to 
А foreign products or attractions in the United 

ates. 


Table 120 


EUROPE’S EXPORTS OF SELECTED FINISHED MANUFA 
ы CTURES 
TO THE UNITED STATES IN RELATION TO UNITED STATES CONSUMPTION IN 1937 


Millions of dollars 


. , Share of Europe 
Commodity eS ‘the | Unital States | United States 
United States а | consumption 6 consumption 
(per cent) 

1. Cotton cloth . : 

2. Jute manufactures oa Ge oe 
3. Woollen woven goods . 7.8 296.2 2.6 
4. Linen woven goods . 20.9 27 0 77 4 
5. Worsted woven goods . 2.0 410.8 0.5 

6. Corsets 0.3 69.2 0.4 

ss о and mufflers 1.9 25.7 7 4 

‘ osiery №. : 

9. Shirts and collars . ei и nue 
10. Straw hats... . 0.8 14.9 5.4 
11. Other textile apparel 9.8 2,409.0 0.4 
12. Linoleum and oilcloth . 0.8 47.8 2150 
13. Wood manufactures . 2.2 831.5 0.3 
14. Cork manufactures 0.6 21.5 29 
15. Glue and isinglass 0.4 30.4 1.3 
16. Medical preparations 3.6 332.8 1.1 
17. Soap, perfumery and cosmetics 1.2 425.6 0.3 
18. Petroleum products . ee 0.2 2,290.7 0.009 
19. Rubber manufactures . 0.6 852.8 0.07 
20. Leather footwear . 4.0 767.9 0.5 
21. Leather gloves . . 5.6 36.2 15.5 
22. Other leather manufactures 1.6 183.7 0.9 
23. Abrasives. ; 0.3 1087 0.4 
24. Asbestos manufactures 0.1 61.3 0.2 
25. Glass and products . ; : 8.2 476.1 1.7 
26. Marble, breccia and onyx products ‘ 0.1 78.9 0.1 
27. Pottery irae: Вх 4.2 265.2 1.6 
28. Barbed wire 0.9 9.5 9.5 
29. Needles : : 0.8 36.6 2.2 
30. Other iron and steel advanced manufactures : 8.5 2,041.2 0.4 
31. Aluminium manufactures 1.2 165.2 0.7 
32. Jewellery = 2.8 97.0 2.9 
33. Electrical machinery . г 0.4 1,592.3 0.03 
34. Electric appliances and apparatus 0.8 631.2 0.1 
35. Industrial machinery 12.7 2,766.0 0.5 
36. Agricultural poe aes 3.4 443.6 0.8 
37. Vehicles 1.9 5,578.3 0.03 
38. Artificial flowers 1.4 15.8 8.9 
39. Brushes : 0.4 44.5 0.9 
40. Buttons ; 1.0 32.2 3.1 
41. Cigarettes, cigars, ete. ae 0.2 1,263.3 0.02 
42. Feathers, plumes and products . 0.1 2.3 4.3 
43. Firearms . eer 0.3 20.1 1.5 
44. Fur manaiactures . 2.1 158.3 1.3 
45. Matches ; 0.3 31.2 1.0 
46. Musical Ее с 4.4 45.3 9.7 
47. Pencils, pens and holders 0.8 41.8 1.9 
48. Photographic goods . : 6.5 106.4 6.1 
49. Scientific and professional instruments . 1.2 91.0 1.3 
50. Optical goods . 1.0 47.0 2.1 
51. Dentists’ equipment and ‘supplies 0.3 27.1 Toil 
52. Smokers’ articles Beye ws 0.5 8.0 6.3 
53. Toys and sporting goods. 1.4 107.6 1.3 
54. Umbrellas, canes, etc. . 0.1 13.5 0.7 
55. Watches, clocks, ete. 10.8 105.6 10.2 

Tora of products specified 161.4 27,158.0 0.6 


a ae eee 


Ё — Commerce and Navigation ie the United States, 1937 ; Biennial Census of Е ЧАИ 1937, Part I, 
United States Deparment of Commerce. A As reported in United States import statistics. United States 


production, plus net imports with no allowance for changes in stocks. 
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payments problem as primarily one for which 
Europe must find the ultimate solution. It 
has accordingly concentrated its attention 
more on the plans and prospects for remedying 
Europe’s balance of payments deficit than on 
the inseparably related issue of solving the 
United States balance of payments surplus. 


The plans produced by the О.Е.Е.С. 
countries, in the absence of any guidance as 
to whether and at what level the United 
States would like to balance its own accounts, 
have accordingly proceeded as far as possible 
along the only course more or less subject to 
their own control—that is, the maximum 
curtailment of imports from the United States 
and the development of substitute production 
in Europe itself or in other non-dollar areas. 
The United States is thus in the strange 
position of financing a programme which is 
directed largely towards the reduction of its 
own exports. It faces the anomalous prospect 
that, by the end of the programme, it will 
have surpluses and excess production capacity 
in commodities for which it has helped (directly 
or indirectly) to develop substitute sources of 
supply elsewhere ; its own exports to Europe 
will be reduced below the depression-shrunk 
volume of 1938 ; and Europe nevertheless will 
still be short of dollars to cover its imports 
from the United States. 


Currency Convertibility and the Balance of 
Payments 


Uninviting as this prospect may be, it 
would seem to be inevitable so long as the 
restoration of “equilibrium ” towards which 
both the United States and the European 
countries are aiming is one in which the 
United States balance of payments on current 
account is assumed to be equalized. In the 
event, the United States will probably continue 
for many years to assist the outside world 
through investment loans—in much the same 
way as Britain financed capital development 
in the rest of the world during the 19th 
century—but the danger is that, so long as 
the prospects of lending are uncertain and зо 
long as American financial assistance continues 
to retain its present emergency character, 


the very form of assistance will tend to per- 
petuate the various emergency measures taken 
by other countries which obstruct progress 
towards freer and less discriminatory trading 
conditions. 


The only feasible alternative would be for 
the United States to plan ahead its long-term 
lending to the rest of the world in a manner 
that would generate a predictable and reason- 
ably steady flow of dollars to the outside 
world and thus permit the restoration of 
international currency convertibility. If the 
annual flow of dollars paid out by the United 
States could be foreseen as a more or less 
steady volume, whether large or small, European 
and other countries would be enabled to 
adjust their trade and exchange policies to 
a basis which would not continue to involve 
open discrimination against American goods. 
Unless the total dollar flow were relatively 
large, the restoration of currency converti- 
bility would undoubtedly require an adjust- 
ment of exchange rates between the dollar 
and other currencies—the magnitude of the 
adjustment depending on the prospective 
volume of dollars supplied by the United 
States to the rest of the world. This would 
be necessary in order to equalize the relative 
attractiveness of goods available from the 
United States compared with goods available 
from other countries, and thus to avoid 
the competitive import curtailment that would 
otherwise follow if they endeavoured to earn 
dollar surpluses in trade with one another. 


But the main point is that, without some 
assurance as to the future flow of dollars 
available, the restoration of currency converti- 
bility could not be undertaken at all. The 
present system, consisting of annual appro- 
priations and allotments closely geared to 
the estimated minimum deficits of the О.Е.Е.С. 
countries and disbursed through separate 
authorizations for specific purchases, could 
never provide the flexibility and the margin 
required for the maintenance of currency 
convertibility. Moreover, to enable European 
countries to meet their balance of payments 
problems successfully, and in ways which do 
not require the progressive restriction of 
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imports from the United States, dollar aid 
need not be supplied directly to Europe 
itself for an indefinite or prolonged period. 
What is indispensable is that the volume of 
dollars supplied to the world generally should 
be adequate to cover the balance of payments 
surplus that it is desired to maintain, since 
this should automatically make it possible 
for European countries to earn in multilateral 
trade the dollars which they are unable to 
obtain through exports to the United States. 


The main question facing the United States, 
if it desires to restore international currency 
convertibility by such means, is to determine 
the annual amount of long-term lending 
which it wishes to extend, taking into account 
the net cost to the American economy. It 
would, of course, be wrong to suppose that 
the amount of lending extended is in itself 
a measure of the net cost. As against the 
direct cost, one must also consider the cost, 
in the event of export contraction, of main- 
taining unused capacity or of transferring 
resources out of the production of cotton, 
wheat, tobacco, machinery and other export 
industries into lines where the production 
could be disposed of in the domestic market. 
In addition, there are the possible social 
costs that would be incurred if domestic 
consumption did not, in fact, suffice to absorb 
total production and maintain employment. 
A major increase in United States imports, 
while the most desirable course from Europe’s 
standpoint, might similarly tend to displace 
existing production and require a transfer 
of resources to other lines of activity.’ 


The desired rate of long-term lending would 
thus depend on two sets of calculations. 
The first concerns the level at which the United 
States desires to maintain its exports, taking 


into account both the prospective requirements 


1 For a similar appraisal of the situation with regard 
to the payment of war debts to the United States after 
the first World War, see The Costs of the World War to 
the American People, by J. M. Clark, Carnegie Endow- 
ment for International Peace, 1931, pp. 95 and 96, in 
which the author questioned whether the debts could be 
“ paid in a way that will enrich the American producing- 
and-consuming economy as distinct from filling the 
Federal Treasury and relieving the taxpayers of some 
monetary burdens”. 


of other countries and the dependence of many 
branches of United States agriculture and 
industry on foreign markets. The second 
concerns the prospective level and trend of 
United States purchases from abroad. This, 
in turn, depends on the secular growth of 
imports and such further increase in imports 
as could be expected from any action which 
the United States is prepared to take to 
promote imports either singly or in co-operation 
with other countries—including the effects of 
a further change in United States tariff policy. 
In view of the factors mentioned, it is reason- 
able to assume that, even after the possi- 
bilities of import stimulation have been taken 
into account, the desired level of United 
States exports will continue, for a number 
of years, to exceed the level of imports by 
a sizeable margin—though perhaps a gradually 
narrowing one, since the level of American 
imports can be expected to show a gradual 
rise. Once the annual rate of dollar financing 
is thus determined, any remaining tendency 
towards an uncovered balance of payments 
surplus could be overcome if necessary by a 
general adjustment of exchange rates, and 
the way would thus be open to a general 
restoration of currency convertibility. 

The difficulty would undoubtedly be to find 
a form of financing which would not bear the 
stamp of an emergency expedient and which, 
at the same time, could be administered in 
a manner that would yield a reasonably steady 
annual flow of dollars to the rest of the world. 
The most desirable course would seem to be for 
the United States to schedule a major pro- 
gramme of capital investment abroad for 
specific development projects staggered over 
a period of time. The essential features of 
such a programme appear to be: first, that 
the whole body of investment, like any normal 
investment, whether domestic or international, 
should be regarded as of a long-term or more 
or less permanent nature, as distinguished from 
individual loans, which would have maturities 
appropriate to the service life of the particular 
capital goods which they finance ; secondly, 
while the capital supplied should serve directly 
and indirectly to finance the gap between 
United States exports and imports, the whole 
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purpose of rectifying the world dollar shortage 
would be thwarted if the funds supplied were 
directly tied to expenditure on United States 
goods; thirdly, the financing provided should 
not be used merely to sustain consumption, 
but should be granted in connection with 
specific projects designed to make the maxi- 
mum contribution to a rapid increase in world 
productive capacity.} 

There may be some doubt, as the experience 
of international lending agencies suggests, as 
regards the possibility of maintaining a steady 
flow of productive international investment on 
a scale which would correspond to the financing 
required to meet the international payments 
problem. In many under-developed countries, 
not only the material resources required for 
development are lacking, but also the resources 
of trained manpower necessary to make a 
proper appraisal of their production possi- 
bilities and to establish properly thought-out 
development projects. In the short run, it 


4. PRODUCTIVITY AND 


A solution of Europe’s balance of payments 
problem is essential if the present standards 
of living of Europe’s populations are to be 
maintained. In itself, however, the restoration 
of equilibrium in foreign payments will not 
contribute to the raising of living standards ; 
it is even possible that, in the process of restor- 
ing financial solvency, standards of living 
might have to be lowered. The more funda- 
mental problem of the European economy is 
the increase in the productivity of European 
industry and agriculture which alone could 
satisfy the universal desire for better standards 
of living. 

The magnitude of this problem may be 
gauged from the figures given in Table 121, 


1 This would not mean, of course, that the dollar funds 
supplied would not serve indirectly to finance the pur- 
chase of consumers’ goods from the United States. If, 
for instance, European engineering firms and pro- 
ducers of capital equipment are able to bid success- 
fully on projects in Latin America financed by United 
States dollars, the dollar funds thereby become available 
to European countries to help in paying for the whole 
range of their imports from the United States. 


may be possible to overcome this difficulty 
only by extending greatly enlarged technical 
as well as financial assistance.! The difficulty in 
question, however, is not a universal one—in 
particular, it is not applicable to Europe itself— 
and relates more to the problem of attaining a 
rapid increase in the rate of investment than of 
maintaining the flow of investment at a rate 
which is agreed upon and calculated at a 
sufficient time in advance. For there can be 
little doubt that the technical possibilities of 
stepping up productive capacity through capi- 
tal investment both in Europe and elsewhere 
in the world are practically unlimited. In 
Europe itself, as will be shown in the follow- 
ing section, the level of investment existing 
or planned is extremely low, and is far from 
adequate to permit any substantial exploita- 
tion of the inherent potentialities for raising 
the productivity of labour and natural resources, 
both in industry and agriculture, in the foresee- 
able future. 


STANDARDS OF LIVING 


which show in comparable terms the pro- 
ductivity of labour in industry and agri- 
culture and the productivity per hectare in 
agriculture for a number of European countries 
and for the United States before the war. 
From these estimates it appears that : (a) both 
in industry and agriculture, the level of pro- 
ductivity showed extreme variation between 
the different areas of Europe, productivity of 
labour in industry in the most developed 
countries being three times, and the рго- 
ductivity of labour in agriculture six to seven 
times, as high as in the less developed coun- 
tries ; (b) the productivity of labour in agri- 
culture was universally lower than in industry, 
and the difference was greatest in the less 
developed countries where the proportion of 
the total population engaged in agriculture 


1On the problem of formulating sound investment 
projects in under-developed countries and the impor- 
tance of technical assistance, see particularly the Third 
Annual Report, 1947/1948, International Bank for 
Reconstruction and Development, especially pp. 14-19. 
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Table 121 


THE PRODUCTIVITY OF INDUSTRY AND AGRICULTURE IN EUROPE 
AND IN THE UNITED STATES 


In dollars of 1938 purchasing power 


Net value of industrial 
output per person 
engaged in 1938 


Net value of agricultural 


output 1934-1938 Percentage of 


Country peewee eee ee ee | Ue eee и: population’ 
i pile on 
excludin includin agriculture < 
small-scale | small-scale ee а per hectare 
industry industry 88 


North-Western Europe 


она т ао. 970 900 440 84 30 
TERS EA ga ор О 910 830 310 122 53 
RATE ae ee me 910 890 200 86 27 
hala ее на 990 950 470 61 31 
United Kingdom? ....... 910 910 560 86 6 
Western Europe 
Belgium-Luxemburg ..... . 5 Е 400 154 15 
О сень of 580 280 57 29 
EF Se TDI Sa me ee at a 880 790 290 101 20 
INGEHCEISGUR ..  se ee oe 790 500 183 18 
Switzerland)... .% 4... % ie га 430 203 22 
Central and North-Eastern Europe 
а ыы За a a 160 74 26 
Czechoslovakia®........ 550 450 200 67 33 
TOT Pe ieee 490 360 110 49 57 
ПОПКУ ie eo - 430 340 150 43 51 
Pontes se ae ee ree 500 400 130 52 60 
South and South-Eastern Europe | 
Balgaria) ое esas 320 300 110 45 75 
Я ско» лу ба 550 450 130 33 44 
т с ее ое и 430 290 80 27 72 
Other countries .......- nye ee 80—100 25 60 
Total Europe (excluding U.S.S.R.) a 645 175 51 36 
Uneted (States 82 ee os Fa 1,730 580 304 25 
— Pl ing Division, Economic try. The data given for large-scale industry are more reliable, 
а. ря т ока ы, ee Appendix A. ых the definition of what constitutes large-scale industry 
varies from РР country. died A RED tear 
= fi fer to the net value of output Agricultural land areas were reduced to - 
о. : Industry comprises manu- valents ” in the manner outlined in Economic Dee of 
facturing and handicrafts, mining and power production. Enstern and Southern Europe, League of Nations, neva, 
Building and construction are not included. 1945, page 196. | 
The estimates relating to the productivity of labour in a At the time of the last pre-war census in each country. 
agriculture are merely apprexinetivas “since He. “ae geo b 1937, for industry. 
i d in agriculture cannot be ascertaine - Е 2 
ее . A similar uncertainty is attached Е Stand code 


to the numbers engaged in handicrafts and small-scale indus- 
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was relatively high ;1 (с) the productivity of 
labour in industry of even the most developed 
areas of Europe was only about one-half that of 
the United States, while in the least developed 
countries it was only one-fifth to one-sixth 
that of the United States. For Europe as a 
whole, the productivity of labour in industry 
was only one-third of the United States figure 
and the productivity of labour in agriculture 
was even less.” 


While the superior productivity of the 
United States may to some extent be explained 
by its abundant supply of natural resources 
in relation to its population, there can be 
little doubt that the bulk of the difference was 
not due to such “natural ” factors, but to its 
higher standards of capital equipment and the 
use of more efficient techniques in production. 
These differences, therefore, may provide an 
indication of the extent to which the produc- 
tivity of European labour could be raised 
through the adoption of superior techniques 
requiring both more capital equipment and 
more efficient methods of organization. 


The estimates in Table 121 also indicate the 
twofold character of the problem which faces 
European industry and agriculture. On the 
one hand, there is need to increase the produc- 
tivity of both industry and agriculture to the 
very much higher levels that could be reached 
by the use of up-to-date techniques. On the 
other hand, there is the need to increase the 
productivity of agriculture in relation to 
industry in order to level up the differences be- 
tween these two sectors. In the least developed 


1 It should, of course, be borne in mind that the pro- 
ductivity relations between industry and agriculture 
depend on the level of prices in which output was mea- 
sured. In the terms of 1938 dollars, the estimates show 
a considerably less favourable relation for agriculture 
than would be obtained by measuring output in 1948 
prices. 

As Table 121 shows, the difference in agricultural 
productivity was due to the low productivity of the less 
developed countries, since, in some of the more developed 
countries, such as the United Kingdom, the produc- 
tivity of labour in agriculture was comparable to that 
in the United States. In the United States itself, agri- 
cultural output per head was equal only to about one- 
third the value of industrial output per head. Such 
differences do not, however, exist universally ; in New 
Zealand, for example, output per head in agriculture 
was almost as high as the value of industrial output per 
head in the United States. : 


areas of Europe, where the productivity of 
labour in agriculture is extremely low on 
account of excessive rural populations, any 
movement of labour from agriculture to 
industry is beneficial even if industrial pro- 
ductivity is also low in relation to that of other 
countries, since a decrease in rural population 
would not cause any appreciable reduction in 
agricultural output. At the same time, the 
very low output per hectare in agriculture is 
an indication that the opportunities for eco- 
nomic development are by no means confined 
to industrialization. In the areas of Europe 
where agriculture is least developed, output 
per hectare before the war was only one-sixth 
to one-eighth of the level reached in the 
European countries where agriculture is most 
highly developed. Although climatic and soil 
conditions in the less favoured areas may never 
permit an increase in agricultural productivity 
up to the level of the most developed countries 
of Western Europe, there is undoubtedly 
scope for very substantial increases.} 


Since 1938, the differences in productivity 
between European and American industry and 
agriculture have become considerably greater. 
The productivity of labour in industry in 
Europe as a whole, as was shown in Table 4, 
was still 10 per cent below pre-war in 1948 
(or 3 per cent below pre-war if Germany is 
excluded). The fall in agricultural productivity 
was considerably larger. In the United States, 
on the other hand, there was a 27 per cent 
rise in productivity in industry (in relation 
to 1938 2) and a 75 per cent rise in the produc- 
tivity of labour in agriculture (in relation to 
1935-1939). Hence, in 1948, the productivity 
of labour in European industry was about 
one-quarter and in European agriculture of 
the order of one-sixth of that in the United 
States. 


The production plans of the European 
countries described in the previous chapter 


1 Even in some of the countries of Western Europe 
where climatic and soil conditions would favour high 
agricultural productivity, output per hectare was 
extremely low before the war. In comparison with 
neighbouring countries, output per hectare in France 
was one-third of the level in Belgium, and about one- 
quarter of that in Switzerland. 


* Cf., however, note 1, р. 215 above. 


у 


cent higher than pre-war. 
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provide for substantial increases in production 
and productivity in the next few years. These 
plans, even if fully realized, would, however, 
go only a little way towards removing these 
differences. Although the information given 
in the various plans does not permit any 
precise estimates to be made of the implied 


“movements in productivity in all countries, 


it appears that in the countries of Western 
Europe the productivity of labour in industry 
is expected to be some 25 to 30 per cent above 
pre-war in the final year of the plans—i.e., 
1952/53—while in Eastern Europe the increase 
in productivity in relation to pre-war may be 
somewhat larger. On the other hand, the 
productivity of labour in agriculture in Europe 
generally is expected to be only 10 to 20 per 
Thus, the increase 
of productivity implied in the current economic 
plans between 1938 and the early 1950’s is 
little, if at all, greater than the increase 
actually realized in the United States between 
1938 and 1948. 


The rise in total industrial production, and 
thus the rise in real income, should be greater 
than the rise in productivity, particularly in 
the Eastern European countries, where the 
plans provide for large increases in industrial 
employment out of the reserves of surplus 
population on the land. In agriculture, how- 
ever, with the exception of a few countries 
such as the United Kingdom, Turkey and 
Bulgaria, whose plans provide for an expansion 
of output of the order of 50 per cent in relation 
to pre-war, the planned increases per hectare, 
and thus in total production, are relatively 
moderate. 


The main factor limiting the rise of indus- 
trial and agricultural productivity in Europe 
is the rate of capital investment. The estimates 
in Chapter 3 indicate that total investment in 
fixed capital in Europe in 1948 may have been 
about one-quarter larger than before the war. 
Even so, investment was very low in Europe 
in comparison with the United States; per 
head of population it may have amounted to 
$12 in 1938 prices, as against $65 in the United 
States. The level of investment, like the level 
of productivity, varies widely in the different 


areas. In the less developed countries it was 
of the order of $4 to $10 per head, as against 
the $30 to $50 reached in the countries with 
the highest real income per head. These 
differences should be narrowed down in the 
coming years, since the plans of the countries 
of Eastern Europe provide for considerable 
increases in the rate of investment, whereas 
the levels of investment in the more developed 
countries of Western Europe have reached a 
peak or are rising only moderately. So long as 
the less developed areas are left to their own 
resources, however, the rate of capital forma- 
tion is bound to remain low in relation to 
investment opportunities. The estimates given 
in Chapter 3—with due allowance for the large 
margin of uncertainty which is necessarily 
involved in calculations of this kind—indicate 
a striking contrast between countries of high 
real income and high capital investment, such 
as Sweden, where the rate of growth of capital 
is relatively large and the expected rate of 
increase in production relatively small, and 
the countries of low real income or investment 
per head, where a low rate of growth of capital 
is associated with a relatively high rate of 
growth of production. 


It is also doubtful whether the distribution 
of investment between the different branches 
of the economy of the various countries of 
Europe will secure the optimum results with 
the limited resources for investment available. 
As was shown in Chapter 3, the investment 
pattern shows a high degree of similarity in 
the various countries. The production targets, 
described in Chapter 8, also indicate that the 
highest priority is everywhere given to the 
same group of products. Moreover, in a large 
number of cases, it is in the commodities in 
which pre-war production was relatively small, 
and for which the countries concerned tended 
to be most dependent on imports, that the 
highest rates of expansion are planned for the 
future. 


In such conditions a certain amount of 
investment is liable to be wasted if the crea- 
tion of new productive capacity in some 
European countries causes capacity to become 
idle in other countries as a result of a reduction 


— 228 — 


in their exports. The diversification of national 
industrial structures is bound, moreover, to 
retard considerably the rate of increase in 
productivity. Industrial efficiency is not only 
a matter of the amount of capital employed 
per worker, but also of the extent to which 
advantage can be taken of the economies of 
standardization and of large-scale production. 
The latter requires not only industrial plants 
of large size, but also the development of 
industrial regions specialized in the produc- 
tion of particular branches of industry. In 
Europe, the size of the national economies is 
such that, in most cases, full advantage could 
be taken of the economies of large-scale pro- 
duction only through international specializa- 
tion in industrial development. 


In current economic planning there are few 
indications of the development of such inter- 
national specialization. Indeed, the indica- 
tions are that the current tendencies are in 
the opposite direction and may lead to a 
further disintegration of the European eco- 
nomy. Working within a rigid trading frame- 


work, which is of necessity highly protective, 
and concentrating on the objective of improv- 
ing their balances of foreign payments, most 
European countries tend to increase the range 
of commodities produced at home and thus to 
reduce their economic dependence on their 
neighbours. The changes in intra-European 
trade in 1948, which show considerable reduc- 
tions in the volume of trade in such “ non- 
essentials ” as motor vehicles, textiles and 
clothing, while the total volume of trade rose 
by 25 per cent in comparison with the previous 
year, are another indication of this trend. 
These tendencies arise almost inevitably from 
the problems with which the individual coun- 
tries of Europe have been confronted since the 
end of the war. Hitherto they have largely 
attempted to deal with these problems from 
a purely national point of view, and the test 
of effective international co-operation will be 
the extent to which these tendencies can be 
counteracted by a conscious effort to introduce 
closer integration into the separate plans and 
policies. So far, little has been accomplished 
in this direction. 
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Appendix A 
THE NATIONAL INCOME OF EUROPEAN COUNTRIES 


The data on national income, industrial and agricultural production, productivity of labour, industrial 
structure and capital formation which are used in this SURVEY, particularly in Chapters 1 to 3, and the estimates 
of the productivity of labour in Chapter 9 are the results of an integrated study. The present Appendix describes 


in detail the original sources of the material used, and the methods by which data for different countries were 
adjusted to a comparable form. 


The successive steps of the investigation, which are described below, were briefly as follows : First, the 
available estimates of the national income by industrial origin were checked against data obtained from industrial 
statistics and the results were expressed in United States dollars at 1938 prices. Figures for output per person 
employed in different countries were used as a basis for additional estimates. The net value of output in agriculture, 
forestry, fishing, and building and construction, expressed in 1938 United States dollars, and the value of services, 
estimated in relation to the value of commodity production, were added. The resulting estimates of national 
income were compared with population in each country and broken down by principal uses. Finally, the geo- 
graphical and sectional distribution of industry was checked against available data on the output of basic 
commodities. The sources used in the estimates are set out at the end of the present Appendix. 


1. Net NATIONAL INCOME BY INDUSTRIAL ORIGIN IN NATIONAL CURRENCY AT CURRENT PRICES 


National income estimates classified by industrial origin are available for ten countries, for both pre-war 
and post-war years. In addition, pre-war estimates exist for two other countries. These data, grouped according 
to a standard classification, are shown in Table A. Notes on a few minor modifications of the original figures, 
together with the sources, will be found at the end of the present Appendix. 


The pre-war data on income derived from industry excluding building (i.e., mining, manufacturing and 
handicrafts, and power production) shown ‘n Table A for twelve countries were compared and reconciled with 
information obtained from industrial statistics. Industrial statistics were also used to arrive at estimates for 
the net output of industry for three other European countries (Czechoslovakia, Rumania and the United Kingdom) 
and the United States of America. The aim was to obtain accurate estimates of the contribution of industry to 
national income in national currency, defined as the sum of incomes produced by industry, and measured as the 
gross value of output minus purchases of materials, etc., and depreciation. The notes at the end of the present 
Appendix give the sources of the original figures and the adjustments applied to them. 


2. CONVERSION OF INDUSTRIAL NET OUTPUT INTO DOLLARS AT 1938 PRICES 


In order to translate the estimates described in the preceding section into comparable units, the data 
expressed in national currency were converted into United States dollars of 1938 purchasing power. The required 
exchange rates were calculated by assuming that, in 1929, the dollar exchange rates of European countries, with 
the exception of the United Kingdom and the countries of Northern Europe, correctly expressed the purchasing 
power of national currencies over industrial goods. 

The exception made for the United Kingdom was based on the well-known over-valuation of the pound 
sterling, which is estimated at about 15 per cent in contemporary writing. The currencies of the Scandinavian 
countries and Finland, on the other hand, were assumed to be in equilibrium with the pound and not the dollar. 
Allowance for movements in the prices of manufactures in European countries and in the United States then led 
to the purchasing power parity rates shown in Table B, where the details of the calculation and the actual 1938 


exchange rates are also given. 
The results of applying the parity rates to the data described in the preceding section are presented in 
Chapter 1, Table 16. 
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Table А 
МЕТ NATIONAL INCOME BY INDUSTRIAL ORIGIN 
Thousand million national currency units in current prices 4 


BULGARIA DENMARK FINLAND FRANCE GERMANY HUNGARY 
Sector Ви —s ——— 
1989 | 1946 1938 | 1946 | 1947 | 1948 1988 | 1947 1938 | 1946 | 1947 1986 |19476 esi | rr are 
1. Agriculture, etc.. . 24.0 | 145.1) 1.24 | 3.27 | 3.46 | 3.76 |10.6 | 80.6 78 605 725 | 9.9 | 6.1 1.75 | 3.97 5.06 
Я 23.0 |15.6 | 1.35 | 4.39 | 7.01 
manufacturing . 4.7 | 35.4] 1.18 | 2.94 A ; ; : : 
3. Handicrafts... . | 4.4| 41.0] 0.61 | 1.55 || 5:28 | 5-91 | 7.7 | 56.7 | 110 | = 1.153 6.0 | 7.8 | 0.42 2.06] 1.36 
4. Building and constr. | 0.5 | 2.7| 0.28 | 0.81 | 0.88 | 1.00 | 1.5] 14.6 | 17 ? 4.0 | 2.8] 0.18 1.12 
5. Transportation, etc. | 2.4 | 14.6} 0.44 | 1.15 | 1.33 | 1.35 | 22 | 13.8 | 26| 107] 200 his тк | 0.36 | 0.46 | 0.62 
6. Lradev пех... 8.5 | 41.6] 1.364| 2.20 | 2.36 | 2.40 | 4.0 | 35.1 52 560 692 у г 0.46 | 1.41 1.84 
7. Private вегу1севе. 5.1 | 16.3} 0.29 | 1.42 | 1.45 | 1.47 | 0.9 6.6 32 233 DAT Se OI ae 
8. Government services | 4.7 | 25.5 0.40 | 1.29 | 1.29 | 1.30 | 2.2 | 13.5 | 20| 180] 226 | 66] .. a as he 
9. Dwellings. .... 1.2 5.1} 0.52 | 0.77 | 0.80 | 0.82 | 1.8 — 13 | -25 | -50 | 4.5 | 3.1 | 0.45 | 0.65 0.65 
10. Income from abroad — — |-0.05 |-0.05 |-0.05 | 0.11 — — 8 4 | -19 — — |-0.03 —- oo 
Total /. 15.35 | 16.80 | 18.12 
Deductions. . — 2.058|— 2.208|— 2.308 


Net national income at 


factor cost? . 55.5 sera 6.27 | 13.30 | 14.60 | 15.82 | 30.9 | 220.9 | 356 | 2,464 | 3,140 | 76.6 | 55.7 | 4.94 |12.94 | 17.66 
| 
IRELAND ITaty У, Norway PoLaND SWEDEN 
Sector Е Е ee ee eee ee eee 
1938 1938 | 1947 | 1948 | 1988 | (at) 1938 | 1946 1947 | 1948 | 19388 | 1946 | 1947 | 1948 | 1938 
1. Agriculture, etc.. . 41.4 | 37.8 | 1,579 | 1,737 | 0.47 | 1.26 0.59 Ut 1.28 1.57 | 1.22] 3.67) 3.82) 4.80] 1.42 
2. Mining and 
manufacturing 35.0 | 1,578 | 1,690 4.18] 3.24] 4.69 
3. Handicrafts. . . . |) 379 | 7.0 | 339 | 343 | 1-26 | 321 | „1.32 2.85) 3.67 3] 1.21| 0.77| 1.13 | аа 
4. Building and constr. в h h 0.26 | 0.80 0.25 0.74 0.80 0.79 | 0.90) 0.48) 0.57| 0.77) 0.87 
5. Transportation, etc. 40.4 tell 316 363 1.25 | 9.85 0.52 0.79 0.93 1.03 | 0.91) 1.09] 1.33| 1.76) 0.62 
6. Trade Te fon ts Е 9.34| 4924| 548а\ к 0.52 1.32 1.44 1.35 | 3.39) 2.18| 2.76] 3.08) 1.58 
7. Private вегутсеве . 29.1 9.0 | 219 | 225 | 0.52 | 0.62 0.55 0.83 0.84 0.84 <2 ae ie Se 0.60 
8. Government services 14.3 | 12.4 | 325] 500] 0.32 | 1.24 0.10 0.34 0.28 0.30 ate AE, es se 0.65 
9. Dwellings. . 1.8 | 10.0 | 481 | 489 | 0.40 | 0.53 0.26 0.26 0.26 0.27 ae re ee bs 0.65 
10. Income from abroad 6.7 ic Rs к. 0.40 | 0.16 | — 0.06 | - 0.02 |- 0.03 | - 0.041 — |1 —] —] — 
Total...) .: 171.6 | 128.2 | 5,329 | 5,895 4.05 8.22 9.47 | 10.10 11.12 
Deductions. . | — 20.2 4 - 0.74 — 704 - 621 0.037 0.70 /,-0.428k| — 1.238! — 1.338) — 1.358k| —.10i —.16 4-177 — 0.428 
Net national income at Е 
factor costf. .... 151.4 | 127.5 | 5,259 | 5,833 | 4.90 | 11.37 3.63 6.99 8.14 8.75 | 17.71 11.37] 14.13] 17.57} 10.70 
а Poland : 1938 prices; Hungary: post-war estimates in t Excluding items not available (..). 


January 1947 prices ; Ireland : million currency units. 
6 Four zones and Berlin. 
с Including banking, hotels and restaurants, which 


8 Depreciation and maintenance. 
k Included in items 2 and 8. 


amounted to 3.0 in 1936. Г Deductions which cannot be allocated by industry. 
4 Including banking. 7 Unallocated residual (official estimate). 
г Including domestic services, but excluding unpaid ser- k Indirect taxes. Excluding customs duties in 1938. 


vices of housewives. 


ph hie yt egy М 
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Table B 


PURCHASING-POWER PARITY RATES OF EXCHANGE FOR INDUSTRIAL GOODS IN 1938 a 
a a ee is ee 


calls Ratio Exchange rate Exchan te 1938 а 
Price index of Eur : А 
ae of manufactures United States tal eee) еее В 
CUDLTY) (1929= 100) prices United States Pari : Actual rate 
(1929 = 100) cents ние (Annual average) 
(1) (2) (3) (4) = (3) (2) : (5) 
Austria a, 93.2 107 14.1 1183.97 18.6 
Belgium : 75 87 2.78 3.21 3.50 
Bulgaria. . Bias an 82 0.72 0.88 0.89 5 
Czechoslovakia а. 83 96 2.96 3.08 3.48 
Denmark 110.5 128 26.7 с 18.1 21.7 
Finland . 103 119 2.52¢ 1.84 2.14 
France 118 136 3.92 2.87 2.86 
Germany а. 77 89 23.8 26.7 21.2 6 
Hungary 92.5 107 17.4 16.3 19.06 
Ца у — 94.6 111 5.235 4.71 5.26 
Netherlands . 65.6 76 40.2 52.9 55.0 
Norway . 103 119 26.7 с 19.5 24.4 
Poland 73.5 85 11.2 13.2 18.9 
Rumania 90.7 105 0.60 0.57 0.53 4 
Sweden . 90 104 26.8 с 22.4 25.1 
Switzerland i 76 88 19.25 21.9 22.9 
United Kingdom а 83.5 96.5 485.7 с 437 490 


aThe exchange rates shown in columns (4) and (5) are appropriate for the conversion into United States dollars in 1938 
prices of values expressed in national currencies in 1937 prices ior Austria and Czechoslovakia, in 1936 prices ‚ог Germany, 
in 1935 prices for the United Kingdom and 1938 prices for all other countries. 

5 Allowing for export premium, Registermark for Germany. 

¢ The 1929 exchange rates of the pound and related currencies were held to have been overvalued by 15 per cent. To arrive 
at the parity rate shown in column (4), they were divided by 1.15 in each case before being divided in turn by the figures 


shown in column (2) 


3. INDUSTRIAL EMPLOYMENT AND INDUSTRIAL OUTPUT PER PERSON EMPLOYED 


Data on industrial employment (excluding unemployed but including employers and persons working 


on their own account) which are shown in Table C (together with employment in agriculture and building) were 
collected from censuses of population and of industry for three purposes : (a) to check the results obtained for the 
net output of industry in 1938 dollars, wherever production per person employed is known from independent 
sources ; (b) to obtain measures of production per person employed where such information is not available ; 
and (c) to obtain approximate estimates of the net output of industry, where no such data are available, on the 
basis of the probable level of output per person employed. 

Independent estimates of physical output per head in the United States, the United Kingdom and Germany 
(L. Rostas, International Comparisons of Productivity, National Institute of Economic and Social Research, London, 
1948) gave results which agreed with those calculated by use of the parity exchange rates and shown in Table 16. 
On the basis of figures for Sweden, also given by Rostas, it was evident that output per head in manufacturing 
was at approximately the same level as in the United Kingdom. The data expressed in Swedish currency were 
modified accordingly. 

Data shown in Chapter 9, Table 121, are ratios of figures given in Table 16 and Table С. 


It should be noted that, although Swedish and United Kingdom output per head in manufacturing were 
taken as equal, the Swedish figure for industry was enhanced by high output per head in ore-mining, and the United 
Kingdom figure depressed by low output per head in coal-mining. The French figure is low because of exceptionally 
low working-hours in 1938. The German figure for large-scale industry is unduly high because of the narrow 
definition adopted in the industrial census ; but the figure for all industry may be unduly low because of a possible 
inflation of manpower figures in handicrafts. In general, output per head in large-scale industry may not be 
comparable, because of the varying definitions of what constitutes “large-scale industry ” in different countries, 
while the figures on output per head in all industry are subject to greater error owing to the uncertainty of the 
data on numbers engaged in handicrafts. 
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Total net output of industry in the remaining European countries, excluding the Soviet Union, was pee: 
on the basis of assumptions concerning output per head in terms of 1938 dollars. Thus it was assumed Но vi pu 
per head in Austria was the same as in Czechoslovakia ; in Belgium-Luxemburg it was estimated to be be м 
the levels of France (at normal working-hours) and Germany or the Netherlands ; in Switzerland, slightly above 
the level of Germany, etc. 


Table C 
EMPLOYMENT IN AGRICULTURE AND INDUSTRY IN 1938 
In millions 
Industry 
‘Total, Of which, handi- Building 
рву пит т crafts and small- 
building scale industry 

i .18 
Austria . 1.3 0.9 aie | 0 
Belgium 0.65 1.1 0.13 0.13 
Bulgaria 1.7 0.22 0.12 0.04 
Czechoslovakia 2.3 1.95 0.65 0.25 
Denmark . 0.54 0.36 0.14 0.08 
Finland . 1.14 0.38 0.15 0.05 
France . о 5.45 0.96 0.96 
Germany . 8.9 11.2 2.0 1.9 
Hungary 2.0 0.7 0.3 0.12 
Ireland . 0.61 0.15 0.02 0.06 
Italy . 8.6 4.02 1.32 0.74 
Netherlands . 0.64 0.84 ss 0.23 
Norway . 0.39 0.25 0.07 0.07 
Poland . 9.0 1.8 0.8 0.09 
Portugal 1.4 0.46 “< 0.13 
Rumania . 5.4 0.82 0.45 Ont 
Sweden . 0.55 0.81 0.17 0.18 
Switzerland ....... 0.4 0.67 rs 0.11 
United Kingdom... . . 1.3 7.88 0.70 1.3 
Other European countries . 17 5 1 
TotaL Europe (excluding U.S.S.R.) 71 45 = 8 
Ана те р 9.5 12.5 a 1.9 
a ee ee ee ee 

а 1937. 


4. NET OUTPUT OF AGRICULTURE, FORESTRY, FISHING AND BUILDING IN DOLLARS AT 1938 PRICES 


The dollar value of the net output of agriculture for the average of 1934-1938 shown in Table 16 is based 
on a direct evaluation in terms of 1938 United States dollars, as described in last year’s SURVEY, p. 193. The 
only modifications introduced are that an allowance for depreciation was deducted and that the estimate for 
Italy was slightly raised. 


The estimates for fishing and forestry were also taken largely from last year’s SURVEY (pp. 193 and 194), 
but were, in some cases, modified on the basis of the relationship between incomes from agriculture, fishing and 
forestry respectively, as given in national income statistics. 


The pre-war net value of output by the building and construction industries was available in national 
income statistics for Bulgaria, Denmark, Finland, France, Germany, Hungary, Ireland, Italy, the Netherlands, 
Norway, Poland, Sweden and the United States. For the United Kingdom the estimate was obtained from the 
same sources as net output of industry. The net value of output in building and construction was converted 
into 1938 dollars by the same exchange rates as the figures for industry ; however, in the case of Poland, a higher 
exchange rate was found to be valid for building. The combined value of output in forestry, fishing, and building 


and construction accounts for the difference between “ Total Commodities ” and “ Agriculture ” plus “ Industry ” 
in Table 16. 


Ts №3 
ЕТ 
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5. NET Output oF SERVICES IN DOLLARS АТ 1938 PRICES 


The method used to measure the volume of services produced is essentially different from that applied to 
commodity production. It is, in fact, quite impractical to express the quantity of services in United States prices, 
not only because there is no unit of quantity, but also because no comprehensive data exist on prices. There 


is only scattered evidence to the effect that services are cheaper in terms of commodities in the less developed 
countries than elsewhere. 


In spite of such indications, however, the only practical procedure was to base the estimates on the ratio 
between income derived from services and income derived from commodities, as given in national income studies. 
As a result, the production of services in 1938 dollars is understated in the less developed countries, and the estimates 
of the total national income produced are to that extent unsuitable as a measure of the welfare content of the 
net national product. It should also be noted that the figures obtained may move differently from estimates given 
in national sources. However, the estimates are more satisfactory as an indication of the allocation of resources, 
since the results may be interpreted as measuring the volume of commodities which the population actually gave 
up in exchange for the total amount of services they received. 


Table D shows the percentages of the net value of 
commodity output which were used in the calculation 
of the allowance for services in each European country. 
These percentages were obtained from the basic data 
shown in Table A, after application of two kinds 
of adjustment. In the first place, some missing items were 


Table D 
INCOME DERIVED FROM SERVICES 


PRODUCTION OF COMMODITIES 


AS A PERCENTAGE OF INCOME DERIVED FROM 


estimated. Secondly, a few obvious errors in the original Country | 1938 | 1947 | 1948 
estimates were corrected. 

The missing items were generally estimated on the Austria и. 79 79 
basis of relationships in similar countries. For instance, ne Е р > 2 5 о 
private services in Poland were taken as contributing Па. stems 76 70 70 
the same proportion to national income as in Bulgaria. penmark......... 90.5 74.5 71 
The errors all related to incomes from services Finland ......... | 66.4 | 55.5 | 56 
2 Е Гареев © 73.7 67.2 67 

(items 5-10). It appeared indeed that, when expressed as loose a 78 6 78.6 78.6 
a percentage of aggregate income from commodities Greoce | Ane ae 65 | 65 65 
(items 1-4), each item included in that group had а Hungary . 76.3 67 65 
tendency te be concentrated for the countries considered _[reland. 116.8 | 117 117 
within a certain range, with a few conspicuous excep- Italy. 80.1 80 80 
tions. It thus became clear that there must have been Netherlands 146.0 | 102 102 
serious under-estimates of income from private services Norway 91.2 75 71 
in Finland, Italy and Sweden, and of income from trade Poland . 67.6 60 но 
in Hungary and Italy. In all these cases, the value of Ee : a a 2 
private services was raised to 15-20 per cent of aggregate asain’? ‘ 64 64 64 
income from commodities, and income from trade 1% guoden 80.6 15 75 
25 per cent. Where по national income data are given Switzerland. 98 90 90 
in Table A, the percentages shown in Table D are Turkey. ... . 64 64 64 
estimates based оп the well-known tendency for the United Kingdo 107.4 | 100 100 
proportion of income derived from services to be positively Yugoslavia . 64 50 50 


correlated with the level of real income. 


i ___——— 


An examination of Table D shows that there was a general fall in the proportion of incomes derived from 
services, etc., since before the war. This was due to a number of factors, such as full employment (which increased 
the output of commodities in a greater proportion than that of services), rent control, the fall in foreign incomes 
and the fall in incomes from ocean shipping. Particularly as a result of rent control, these reductions may be unrelated 
to any actual change, and the estimates shown above in Table D therefore misrepresent to some extent the true 
variations in real income from one year to another. In the Netherlands the relative fall in service incomes was 
particularly heavy, and it may be due, apart from rent control and a great fall in income from shipping and other 
income from abroad, to changes in price relations and, perhaps, to inconsistencies in the estimates referring to 


the two post-war years. 
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6. NATIONAL INCOME AND POPULATION 


Table E shows the combined results of the various estimates described in the foregoing sections, together 
with data on the population of European countries. 

The population and national income figures refer to the actual territory of each country excluding the 
Soviet Union and, for 1938, the Baltic States, but including Turkey. 

The population figures are based on official estimates adjusted, where necessary, to include members of 
the armed forces and seamen abroad, but excluding displaced persons in Germany and prisoners of war not yet 
repatriated. ‘‘ Other countries ” in South and South-Eastern Europe include the following : 


Mid-year population (millions) 


1938 1947 1948 
Рота, ее ое и. 5 8.3 8.4 
а о а ее 19.8 15.8 16.0 
р а, ое = аа 25.3 26.9 27.2 
Я ее Во мб НУ Бои 17.0 19.2 19.4 
Vuroslavia ©. ое 15.2 15.6 15.8 


The population of Europe, excluding the Soviet Union, was 408 millions in 1938 and, on asmaller territory, 
401 millions in 1947 ; it increased by 5 millions between 1947 and 1948. Compared with pre-war, there was a small 
increase in all areas, except in Central Europe, where Czechoslovakia, Poland and Germany, apart from war 
casualties, lost part of their population owing to territorial changes and population transfers. 


The estimates of the national income are drawn up from the production side. Hence the figures do not 
allow for changes in the terms of trade—i.e. variations in the volume of imports received for a given volume of 
output exported are not accounted for. On the other hand, changes in income from abroad are taken into 
consideration. 


It should also be remembered that measurement in United States dollars at 1938 prices disregards the 
changes which have occurred in the relation of agricultural to industrial prices. Consequently, the relative 
magnitude of the national income in different countries is affected (as it would be by the use of any other fixed 
price system), since the proportion of income derived from agriculture differs widely between countries and has 
itself in most cases undergone considerable variations since the war. 


The most conspicuous change between 1938 and 1948 brought out in Table E was the halving of the income 
per head in Germany. In the rest of Europe there was a slight rise, which may have been largely offset by a 
deterioration in Europe’s terms of trade. There was a small increase in income per head in North-Western Europe 
and a small decrease in Western and Southern and South-Eastern Europe, which together increased the pre-war 
differences between countries. The rise in incomes in Central and North-Eastern Europe was largely due to the 
peculiar circumstances of Czechoslovakia and Poland. As a result of territorial and population changes, the 
urban population of these countries remained the same or increased, whilst the rural population greatly decreased ; 
consequently (since urban incomes were much higher than rural incomes) average income rose. 


7. THE ALLOCATION OF THE NATIONAL INCOME 


Table 32, Chapter 3, shows for the ten countries for which the calculation was possible the shares of total 
national income devoted to consumption and capital formation. Since the concept of income, and particularly 
the account taken of income derived from sources other than the production of commodities, varies substantially 
in the various countries, the original data had to be adjusted to a common definition in order to make the com- 
parison of allocation significant. In addition to expressing all estimates at factor cost, with the assumption that 
all indirect taxes (but not employers’ contributions to social insurance) and subsidies fall on consumption, correc- 
tions had to be applied to data for particular countries as listed in the notes at the end of this Appendix. 


8. THE GEOGRAPHICAL AND SECTIONAL DISTRIBUTION OF INDUSTRY 


To supplement and check the data on industrial net output expressed in dollars presented in Table 16, 
estimates were made for each country and for several years of : (a) total energy consumption, (6) iron and steel 
making, (c) consumption of finished steel, and (d) production of basic textiles. 


+ Except in the United Kingdom where estimates at factor cost are officially computed. 
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Energy consumption was estimated by converting the different forms of fuel, excluding duplication, into 
coal by the following coefficients, which were based on calorific values : 


Equivalent quantities 
Fuel of fuel 
per ton of coal 


Brown coal and lignite: Austria ..... 2 tons 
Czechoslovakia . . Ls 
Germany.) 2.7: 4.5 » 
Italy, Picea. . . . 15 > 
ye Ailoide®. =, = 3 » 
Other countries . . 3 » 
Mineral oils and products ........ & » 
Hydro-electricity, о... сое. о 1,590 kWh 
PUOLWOOd (om о а 6 cu.m. 


In iron and steel making, the production of pig-iron, crude steel and finished steel was included. The 
production of finished steel was represented by crude steel consumption. No allowance was made for differences 
of quality—that is, ferro-alloys were not distinguished from pig-iron, nor special steel from other steel, and no 
distinction was made between different kinds of finished steel. 


To combine the three series, weights were derived from the United Kingdom Census of Production of 1935, 
in proportion to the estimated net value added in the case of these products. The results were as follows : 


Value added per ton 


Production of : in pounds sterling 
at 1935 prices 
PA AT OTN ее ah ios ates Ce Pass De i ee 0.6 
А fn. Ce at ee ee eee ees 1.6 
Pinished steel зо.’ т ke en Le 3.44 


а Per ton of equivalent crude steel. 


The consumption of finished steel was estimated in terms of equivalent crude steel, including finished steel 
embodied in exported engineering products, but excluding finished steel in imported engineering products. 
Textile production was represented by the production of cotton, wool and rayon textiles. Other fibres 
were not taken into account ; this might affect inter-country comparison where, as in Italy, silk textiles are pro- 
duced on a large scale. Both spinning and weaving activities were represented, but of further processes only 
knitting and finishing were taken into account ; spinning was represented by yarn production and weaving by yarn 
consumption. No account was taken of differences in quality, which may be important in the case of wool. 
The weights were derived as in the case of iron and steel, and were the following : 


Value added per ton 


Production of: in pounds sterling 
at 1935 prices 
COUR OTS a sek ом ge be mee Se 40 
Cotton cloth (yarn consumed). ........ ^ 76 
WoOOlkVarti., oc бок а о eee, a 97 
Wool cloth (yarn consumed) ........., 185 
Rayou jiilamentryarn™. th. a... ay ae, 149 
Rayon products (yarn сопвите( о. enn 297 
Rayon staple fibre . reece see. Nees 74 
Rayon staple fibre products (fibre consumed). . 149 


These weights are subject to error and may not be suitable, particularly in the case of rayon, the price of 


which in relation to other fibres was widely different in different countries, and has changed rapidly in the course 
of time. 


The dollar value of the pre-war net output of industry was distributed between different industrial groups 
on the basis of industrial censuses. The metals and engineering, textiles and chemicals groups were studied in 
particular detail. The exchange rates given in Table B were raised by 15 per cent for light industries and lowered 
by 15 per cent for heavy industry in the United Kingdom, France and Italy. This adjustment is substantiated 
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in the i i ivi 
case of the United Kingdom by productivity comparisons with the United States and Germany. For some 


я suses, em lo ment fi i 1 i 


T : nu ese 
ire ee crab et we ОА of the European metals and engineering industry in comparison 
ntities ; the latter is a combination of the index for i i i 

: iron and steel making and finished 

: ron т (the value figures used to combine these data include non-ferrous metals also). Tho distribution 

eee in sine of dollar values 18 similarly compared with the output of basic textiles. In the light of the 

Boies к. oa cations, some of which have been mentioned, these comparisons are not unsatisfactory and thus 
check on the whole set of estimates and, in particular, on the purchasing-power parity rates of 


exchange presented in Tab] ical i i i i 
igen р able В. No physical index was available to check the estimates in the case of the chemicals 


Table F 


THE GEOGRAPHICAL DISTRIBUTION OF CERTAIN INDUSTRIES IN 1988, ESTIMATED 
(I) FROM NATIONAL INCOME DATA AND (II) BY DIRECT PHYSICAL MEASUREMENT 


1938 total European production? = 100 


Pater Metals and engineering Textiles Chemicals 

I II I II I 
Austria . . POSE. ane 1.2 1.3 1.4 1.0 1.5 
Belgium-Luxemburg 2.5 2.9 3.4 3.0 3. 1 
Bulgaria. (.eneme . — 0.2 0.3 0.3 0.1 
Czechoslovakia 270 3.2 3.5 3.5 3.8 
Denmark 2 0.8 0.8 0.5 0.3 1.0 
Finland . 0.3 0.5 0.3 0.4 1.0 
France . 9.7 10.6 13.0 13.5 10.1 
Germany . 40.5 42.1 28.0 27.5 39.5 
Hungary 0.6 1.1 1.0 1.2 0.9 
Ireland . 0.2 0.2 0.2 0.2 0.4 
О. 5.3 5.1 10.2 8.4 6.4 
Netherlands . 2.3 2.1 1.6 2.2 1.3 
Norway . 0.6 0.4 0.3 0.4 1.2 
Poland . 2.0 2.5 2.5 3.9 3.4 
Rumania . 0.3 0.6 0.7 1.0 1.4 
Swell ether fecer ter gee . 2.9 2.5 ПЕ 1.8 3.7 
United Kingdom. .... 22.2 20.6 22.9 24.1 15.3 
Other European countries . 6.1 3.3 8.5 7.3 5.9 
Porat Murope. г... 100.0 : 100.0 100.0 ‹ 100.0 100.0 
Е о. > “a и 32,5 a iy 23.6 ne 
Wo er Pree ae 86 81 49 : 56 51 


] р 
а Excluding the U.S.S.R. 
b 1987. 


9. SouRCES AND NOTES 


I. NationaL IncoME BY INDUSTRIAL ORIGIN 


Bulgaria: “ Données générales sur le revenu national de la Bulgarie pour la période 1939-1946 ”, Bulletin mensuel 
de la Direction générale de la Statistique, XXXIVth Year, No. 2-3, February and March 1947, pp. 57-67. The 
total shown excludes interest on savings. 


Denmark: 1938: “ Nationalproduktet og Nationalindkomsten, 1930-1946 ”, Statistiske Meddelelser, 4. Raekke, 
129. Bind, 5. Haefte, Kebenhavn, 1948. 1946-1948 : Statistiske Efterretninger, Statistiske Department, 
413$ Year, No. 1, 11 January 1949. The National Budget for 1948 (revised as on 1 October 1948) 


(mimeographed). Peat industry is included in item 2. 
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Finland : Oversikt av det Ekonomiska Гаде, Hésten, 1948. Finansministeriets avdelning for folkushallningen 
Helsingfors, 1948. 

France: В. Froment et P. Gavanier: “ Revenu national et comptabilité économique” and “Le Revenu 
national frangais,” Revue d’Economie politique, 58th Year, Nos. 5 and 6, September-October and 
November-December, 1948, pp. 727-743 and pp. 905-930 respectively. Supplemented by data in 
Perspectives des Ressources et des Besoins de l’ Economie frangaise au cours du premier semestre de Vannée 
1948, Commissariat général du Plan de modernisation et d’équipement, Paris, December 1947. 


Germany: Ferdinand Griinig : “ Volkswirtschaftliche Bilanzen, 1936 und 1947”, Vierteljahrshefte zur Wirtschafts- 
forschung, 1948, Erstes Heft. Excess depreciation in 1947 was distributed among items on the basis 
of data оп р. 38, ibid. 

Hungary: 1938/1939: Gy. Hajpal: “ Magyarorsz4g nemzeti jovedelme ” (‘‘ The National Income of Hungary ”), 
A magyar gazdasdgkutaté intézet kozleményei (Hungarian Institute for Economic Research), 4. fiizet. 
31 March 1947. Miscellaneous private services (not complete) omitted. Post-war : Jelentés a hdéroméves 
terv els évérol (Report on the first year of the Three-year Plan), 1 August 1$47 to 31 July 1948, Buda- 
pest. Dwellings estimated. 


Ireland: National Income and Ехрепайите 1938-1944. Dublin, March 1946 (Р. No. 7356). Remittances from 
abroad omitted. 


Italy : 1938 and post-war : Italy, Country Study, Economic Co-operation Administration, Washington, D.C., 1949, 
Table I and Appendix D. Government services are measured by the amount of government wages and 
salaries paid. Figures for central government are from Treasury accounts ; figures for local authorities 
are estimates. 


Netherlands: 1938: Het Nationale Inkomen van Nederland 1921-1929, Centraal Bureau voor de Statistiek, No. 7 
der monografieén van de Nederlandse conjunctuur, Utrecht, 1948. 1948: National Budget for 1949. 
Details unofficial. 


Norway: Nasjonalbudsjettet 1948, Stortingsmelding No. 1 (1948), Handelsdepartementet, Do. 1949. Nasjo- 
nalinntekten $ Norge 1935-1943 (Le revenu national en Norvége 1935-1943), Statistisk Sentralbyra, Norges 
offisielle Statistikk Х 102, Oslo 1946. Р. Thoen and С. L. Winsnes : “ Nasjonalokonomisk gruppering 
av ‘budsjettregnskapene’ 1929/1930-1939/1940, samt 1945/1946 og 1946/1947”, Statistiske Meddelelser, 
67th Year, No. 1-2, 1949, pp. 21-47. 


Poland: 1938-1947: Unpublished estimates of the Polish Institute of Economic Research. Indirect taxes on 
industry were excluded and a duplication in the estimate of the output of the building industry was 
eliminated. 1947 and 1948 : Estimates by Central Planning Office adjusted to give continuous series. 


Sweden: P.M. med vissa berdkningar angdende nationalinkomstens storlek, Kungl. Maj:ts proposition nr 1 till 
Riksdagen angaende statsverkets tillstand och behov under budgetéret 1941/1942, Bilaga В, Table 1. 
The value of timber used by industry was not deducted from the net output of industry. 


II. Net Ovutrut or INpusTRY IN NATIONAL CURRENCY AT CURRENT PRICES 


Bulgaria: 1938: Annuaire statistique du Royawme de Bulgarie, 1940, Direction générale de la Statistique, 
XXXII¢ Année, Section VIII, part В, table 3, pp. 394-411 (col. 22, less cols. 16-21, plus col. 23). Total 
value of production less materials, fuels, purchased electricity and payments for sub-contracted work, 
plus value of work performed for other factories ; 16 per cent deducted for depreciation and other miscel- 
laneous costs. Output of mining and manufacturing reconciled with national income estimates ; output 
of handicrafts given by latter. 


Czechoslovakia : 1937: Net output in industry in 1947 estimated from Industrial Reports, State Statistical 
Office, Vol. III, No. 7-8, Series A, No. 1-2, 1948. Value of sales, less value of materials, etc., less an 
estimate for indirect taxes and depreciation. This was carried back to 1937, considering movements 
of the national income between 1937 and 1947 and its various components. An estimate for handicrafts 
was added on the basis of information on incomes from handicrafts in the Five-year Plan, 1949-1953. 


Denmark : 1938: Estimated from gross output. “ Produktionsstatistik, 1938 ” (Statistiske М eddelelser, 4. Raekke, 
109. Bind, 4. Haefte, 1939), Table I, col. 1, pp. 10-13. To estimate net output in 1938, the ratio of net 
to gross output in 1939 has been used. This has been calculated from figures given in “ Produktions- 
statistik, 1939” (Statistiske Meddelelser, 4. Raekke, 112. Bind, 1. Haefte, 1940), Table I, pp. 10-13, 
cols. 4 and 10. About 10 per cent deducted for depreciation to reconcile with national income estimate - 
handicrafts given in latter publication. 
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Finland : 1938 : Teolliswustilasto, Vuonna, 1938 (Statistique des industries de Finlande, 1938), Suomen Virallinen 
Tilasto, 1940, Table 2, рр. 24-37. Net output is “ gross value” less “total value of raw materials” plus 
percentage increase for fuel, etc., taken from Danish statistics in Produktionsstatistik, 1939 (see above) 
рр. 10-13, col. 9 divided by col. 5. About 16 per cent has been allowed for depreciation and other 
corrections to reconcile the results with national income estimates. The latter were taken from 
У. Lindberg, “Suomen Kansantulo Vuosina 1926-1938,” Helsinki, 1943 (“The National Income 
of Finland 1926-1938 ”), who gives a somewhat smaller figure than the one noted above. This estimate 


shows industry and handicrafts together, and it was assumed that incomes from handicrafts came to 
60 per cent of their value of sales. 


France : 1938 : Estimation du Revenu national frangais, Commissariat général du Plan de modernisation et 
d’équipement, Paris, 1947. Small-scale industry and handicrafts not given separately. 


Germany: 1936: Figures for large-scale industry from Die Deutsche Industrie, Schriftenreihe des Reichsamts 
fir Wehrwirtschaftliche Planung, Heft 1, Berlin, 1939, рр. 44-55, col. 7. About 19 per cent deducted 
for depreciation and other costs to reconcile the results with national income estimates ; the latter also 
give income from handicrafts. The coverage of the industrial census in Germany, however, is narrower 
than, for instance, in the United Kingdom. Hence, for purposes of industry-by-industry comparisons, 
part of “ handicrafts ” has been reckoned as “ manufacturing industry.” The adjustments were based 
on a comparison of employment figures in the census of industry and in Statistisches Jahrbuch fur das 
Deutsche Reich, 1938, Statistisches Reichsamt, 57. Jahrgang, Part 5A, Table 4, p. 156, which has a wider 
coverage. 


Hungary: 1938: Annuaire statistique hongrois, 1938, Office central royal hongrois de Statistique, Vol. XLVI, 
Budapest, 1940, p. 137, col. 3. Tobacco monopoly profits deducted ; 16 per cent for depreciation, etc. 
Total reconciled with national income total (note that figure quoted in Table A is for 1938/39, and 
estimate for 1938 is lower). Handicrafts (excluding building) given in national income estimates. 


Ireland: 1938: Census of Industrial Production, 1936, Department of Industry and Commerce, Dublin, 1938 
(P. No. 3143), adjusted to 1938 and reconciled with national income estimates. The latter give industry 
including handicrafts and building. The break-down between industry, handicrafts and building has 
been estimated. | 


Italy: 1938: Compendio statistico italiano, 1947/48, Istituto Centrale di Statistica, Serie II, Vol. II, Table 143, 
р. 148 (service industries excluded). The results of the 1937-1939 census of production, which are given 
adjusted to 1938, were reconciled with national income estimates by deducting 10 per cent for deprecia- 
tion. The latter give building included in industry and handicrafts ; building was separated on the basis 
of the census of production. Industry and handicrafts available separately for the total but not for 
individual industries. 


Netherlands : 1938: Unpublished provisional estimate. Handicrafts cannot be separated. Total agrees with 
national income estimates. 


Norway: 1938: Norges Industry, Produksjonsstatistikk, 1938, Norges offisielle statistikk IX, 1938, Oslo 1940, 
Table I, pp. 37-39. Estimate for indirect taxes and other costs deducted. About 15 per cent deducted 
for depreciation, etc. Results reconciled with national income estimates; handicrafts estimated from 
value added, which was available. 


Poland: 1938: Value added from industrial census. Statistique industrielle, Production et Emploi dans les établis- 
sements de I-VII catégories. Statistique de la Pologne, série C, fascicule 97, Varsovie, 1938. This was 
adjusted for 1938 and a deduction made for depreciation. The estimate was reconciled with national 
income estimates, which include small-scale industry in “industry” and give handicrafts separately. 


Rumania: 1938: Anuarul Statistic al Romédniei 1939 si 1940, Institutual Central de statistica, pp. 478-493, 
col. 11, less cols. 9 and 10. Incomes in mining and oil were taken as 60 per cent of gross output ; net 
output of electricity also estimated. Depreciation taken at 16 per cent, as in Hungary, and deducted. 
Handicrafts estimated on the basis of numbers engaged, assuming that income per head in handicrafts 


was 40 per cent of income per head in industry. 


Sweden: 1938: Gross output given in Industri, berdttelse fér dr 1938, av Kommerskollegium, Sveriges officiella 
Statistik, Stockholm, 1940, Table 1, col. 7, pp. 50-54. From this, net output was estimated on the basis 
of ratios of net to gross output in other countries. Somewhat over 10 per cent was deducted for deprecia- 
tion. This estimate was reconciled with national income estimates, assuming that, in handicrafts and 
small-scale industry, incomes come to 60 per cent of gross output. (Later research, however, revealed 
that these results seriously overestimated industrial incomes, and a large deduction was necessary to 


arrive at the estimates shown.) 
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United Kingdom: 1935: Final Report on the Fifth Census of Production and the Import Duties Act Inquiry, 1935, 
Board of Trade, Statistics Department. Thirteen per cent deducted for depreciation, etc. Small-scale 
industry estimated by A. L. Bowley, Studies inthe National Income, 1924-1938, Cambridge, 1944, Chapter III. 


United States: 1937: Biennial Census of Manufactures, 1937, United States Department of Commerce, Bureau of 
Census, Part I, Table 4, pp. 22-23. Adjusted to incomes originating by industrial source, given in the 
Supplement to Survey of Current Business, National Income, July 1947. 


ПТ. THe ALLocaTION OF THE NATIONAL INCOME 


Czechoslovakia : “ Narodni duchod a narodni vydjdaj CSR у letech 1946 a 1947 ” (“ National income and expendi- 
ture in Czechoslovakia, 1946 and 1947 ”) published in Vyklad k rozpoctu na rok 1948, Knihoyna minis- 
terstva financi RCS, Praha, 1947, pp. 143-165. Gross investment for 1947 was increased by 3,000 million 
Kés to take account of unplanned building. Depreciation for post-war years was obtained from the 
estimate of 8,900 million Kés for 1937 by taking into account the rise in prices since the war, but ignoring 
the increase in the stock of capital. Gross investment in 1946 is based on unpublished official figures. 
Gross investment in 1947 is based on the official statement published in Prubeh Plneni Hospodarskeho 
Planu, Rok 1947, p. 301. Gross investment for 1948 is a provisional estimate based on plan fulfilment 
percentages. The balance of payments is based on actual movements of goods and not on cash payments 
for exports and imports. The allocation of income for 1948 is a provisional estimate and consumption 
is treated as a residual item. The item “ Release of Blocked Balances ” in the Czechoslovak national 
income estimates have not been taken into account. The change in stocks is included in consumption. 


Denmark : Additional information in Statistik Aarbog, 1948, Statistiske Departement, Kebenhayn, 1948. Depre- 
ciation and maintenance adjusted so as to eliminate post-war excess maintenance of buildings, which is 
now included in net investment. 


France: Expenditure on armaments included in Government expenditure, and not in capital formation. Depre- 
ciation and maintenance is based on requirements to maintain capital intact rather than actual main- 
tenance. 


Hungary: Consumption obtained as residual item. 


Netherlands : National Budget for 1949, Chapter E. Depreciation allowances were adjusted in accordance with 
year-to-year changes in capital. 


Poland: Unpublished estimates. Consumption obtained as residual item. 


Sweden: “ Oversikt буег det ekonomiska liget 1946-1949 ”, Meddelanden fran Konjunkturinstitutet, Serie B: g, 
Stockholm 1949. Depreciation estimated. 2 


United Kingdom : National Income and Expenditure of the United Kingdom, 1947, London, April 1948 (Cmd. 7371). 
Economic Survey for 1949, London, March 1949 (Cmd. 7647). The balance of payments was corrected 
by taking actual exports and imports, and not cash payments, and by not treating investment in overseas 
oil as domestic investment. This correction is based on notes in the publications quoted ; there are corre- 
sponding adjustments in capital formation. Depreciation adjusted to take account of changes in prices. 
This affects mainly the depreciation of local government property. A rough correction for the valuation 
of stocks was also made. 
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Appendix В 
NOTES ON SOURCES AND METHODS 


Г. INDEX NUMBERS OF INDUSTRIAL PRODUCTION (TABLES 1, 5, 6, 9 AND 10) 


1. GENERAL 


The general index numbers of industrial production shown in Table 1 cover manufacturing, public utilities 
and mining, but exclude building. They have been derived from the official and semi-official sources listed below. 
The index numbers for the individual industries shown in the remaining tables have, in general, been derived 
from the same sources. In certain instances, it has been necessary to rely on other material, and the special sources 
and methods used in these cases are given below in the notes referring to each table. Separate notes are presented 
on the Union of Soviet Socialist Republics (see Section XIV below). 

All annual index numbers, except those for Austria and Czechoslovakia, are shown on a 1938 base. 
Where the original index numbers have a pre-war base other than 1938, they have been shifted to that year by 
means of available pre-war indices, as mentioned in the notes below. The quarterly index numbers for post-war 
years are based on the average of 1947. 

For methods and estimates used to arrive at the weighting system for the combined indices for Europe, 
see notes in a later section. 

Where pre-war and post-war territories are different, the index numbers given relate post-war production 
on post-war territory to pre-war production on pre-war territory. This method necessitated some adjustments 
in the weights as stated below. 


Since the publication of last year’s SURVEY, some countries (e.g. Denmark, Germany and Italy) have 
published revised series, and in all cases revisions have been incorporated in this SuRvEy up to 1 March 1949. 


2. SouRCES OF GENERAL INDEX NUMBERS (TABLE 1) 


Austria : Monthly Bulletin of Statisties, United Nations. 
The original base (1937) of the general index calculated by the Osterreichisches Statistisches Zentralamt 
has been maintained. The figures for 1946 and 1947 have been estimated by linking the index of the 
Osterreichisches Institut fiir Wirtschaftsforschung to that of the Zentralamt. 

Belgium: Bulletin de VInstitut de Recherches économiques et sociales, Université catholique de Louvain. 
Original base 1936-1938. 

Bulgaria : Bulletin mensuel de la Direction générale de la Statistique. 
Original base 1939. 


Czechoslovakia : Statisticky Zpravodaj. 
The original base (1937) has been maintained. 


Denmark : Statistiske Efterretninger. 

Original base 1935. Revisions have been estimated for 1946, on the basis of the official 1947 revisions. 

France: Bulletin de la Statistique générale de la France. 

Germany : U.K./U.S. Zone: Monthly Statistical Bulletin of the Control Commission for Germany (British Element). 
Original base 1936. Since no figure is given for 1938, the pre-war index of the Institut fir Konjunktur- 
forschung, which relates to Germany as a whole, has been used to shift the base year. Estimates for 
post-war periods preceding August 1947 were obtained from a previous provisional index. 

Greece: Monthly Indicator of Industrial Production in Greece, Federation of Greek Industries, Athens. 
Original base 1939. 

Treland: Irish Trade Journal and Statistical Bulletin. 

Original base 1936. 


Italy : Notiziario Istat, Serie B, Istituto Centrale di Statistica. gay 
Original base 1947, shifted to 1938 by means of provisional data given in Notiziario, May 1948. The 
indices for 1946 have been estimated by linking this series to that of the Confederazione Generale 


dell’ Industria Italiana. 
Netherlands : Statistisch Bulletin. van het Centraal Bureau voor de Statistiek. 
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Norway : Statistiske Meddelelser. 
The original index is slightly too high, because the index for the metals industry is based on man-hours 
worked uncorrected for lower productivity. Revised figures have partly been supplied by the Statistisk 
Sentralbyra, and have partly been estimated. 


Poland: Statistical Tables of the Polish Institute for Economic Research. 


Sweden: Kommersiella Meddelanden. 
Original base 1935. The index shown is that calculated by linking the monthly index of the Industri- 
forbundet to the annual index of the Kommerskollegium. 


United Kingdom: Monthly Digest of Statistics. 
Original base 1946. The index has been shifted to base 1938 by use of the pre-war links (after the exclu- 
sion of building) given in the August 1948 issue. 


In addition to the indices quoted in the foregoing list, use has been made, in arriving at the data given 
for Finland and Hungary on output per man in industry shown in Table 4, of the following sources : 


Finland : Oversikt av det Economiska Ldget Hésten 1948. 
Production index numbers (1938 = 100) of 100, 120 and 144, relating to the years 1946, 1947 and 1948 
respectively, have been derived from the table shown on page 6. 


Hungary : The index number of production for 1946 and 1947 (1938 = 100) has been taken from Magyar Statisz- 
tikai Szemle, January 1948, p. 19. For 1948, the level of production has been estimated from data on 
the value of output in current prices shown in Gazdasdgstatisztikai Tdjékoztaté, February 1949, р. 68. 


3. SOURCES OF INDEX NUMBERS FOR PARTICULAR INDUSTRIES 


The sources are the same as those for the general indices, except as noted in the present section. The 
adjustment to the 1938 base has been made by pre-war indices available in the same sources. For the United 
Kingdom, where a pre-war link is given for the general index alone, the indices for the various industries were 
linked to 1938 by use of calculations made by the London and Cambridge Economic Service. 


Metals and Engineering (Table 5) 


The index numbers cover metal production as well as metal-working, including iron and steel (but generally 
excluding non-ferrous metal-making), mechanical and electrical engineering, vehicles and shipbuilding. Where 
no single index for this group of industries is available, the indices are generally combinations of two or more 
series, weighted by the coefficients shown. 


Belgium: Ferrous metallurgy (33.3) and metal fabrication (66.7). The latter index is taken from the 
Agence économique et financiére, Brussels. 


Bulgaria: Metals industry. 

Czechoslovakia : Metallurgy (25.3) and iron and metals (74.7). 
Denmark: Iron and metal industry. 

France: Production of metals (10.2) and metal-working (89.8). 


Germany : U.K./U.S. Zone: Iron and steel production (21.6), iron and steel construction (7.2), machinery 
and optical goods (24.6), vehicles (8.9), electrical equipment (9.4), and other metal goods (28.3). 


Ireland: Metals (38.1), engineering and implements (24.9), and assembly, construction and repair of vehicles 
(37.0). 


Italy: Iron and steel (15) and vehicles (85). 
Netherlands : Metals industry. 


Norway : Iron and metals industry. The index for this industry is based on man-hours worked. In order 


to allow for the lower post-war productivity, 15% (an official estimate) has been deducted from the 
published index numbers. - 


Poland: Iron and steel (40.0), engineering (54.3) and electro-technical industry (5.7). 
Sweden : Iron and steel (33.3) and machine industry (66.7). 
United Kingdom: Metals, engineering and vehicles. 
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Chemicals (Table 6) 


The indices shown are those described as covering “ chemicals ” in the original sources, although the defini- 
tion of the industry varies between countries. But it has not been possible to make adjustments for these differences. 


Building Materials (Table 9) 


Germany : U.K./U.S. Zone : For months preceding August 1947 the series for building materials of the provisional 
index was used. The currently published index of “ stones and earths ” in effect covers the same field. 


Ireland: Bricks, pottery, glass, and cement (46.8) and timber (53.2). 
Italy: Notiziario della Confederazione generale del’ Industria Italiana, В, ma. 


United Kingdom: The index used for adjustment to the 1938 base covers building as well as building materials, 
but the available evidence suggests that the inclusion of building does not affect the results. 


Textiles (Table 10) 


The index numbers shown are those described as covering “textiles” in the original sources, although the 
definition of the industry varies between countries. In Sweden, the index includes ready-made clothing, and in 
other cases it does not cover hosiery or the working of minor materials, such as linen and jute. For Ireland, the 
index is combined from three series, i.e., “linen, cotton, jute and canvas ” (30), “ woollen and worsted ” (29), 
and “ hosiery ” (41). 


4. COMBINED “ EUROPEAN ” INDEX NUMBERS 


In order to show the general tendency of output in European countries, weighted averages (both including 
and excluding Germany) are given in each of the production index tables (Nos. 1, 5, 6, 9, 10). Although these 
averages do not comprise all the countries of Europe (excluding the U.S.S.R.), they would be affected only 
moderately by the inclusion of the countries omitted. Among those which had to be left out of considera- 
tion for lack of index numbers, the most important industrial area is that of the Soviet Zone of Occupation in 
Germany, and Berlin. Table H, which shows the weighting systems used in calculating the weighted averages, 
also indicates the proportion of total European pre-war output covered in each case. 


Table G 
WEIGHTS USED TO COMBINE NATIONAL INDEX NUMBERS OF PRODUCTION 
All Metals and ; ; Building 
Couny | industries | engineering | о | и materials 
Austria . ма Я 1.3 2.3 
Belgium-Luxemburg 3.6 3.6 3.8 4.1 8.4 
Bulgaria 0.2 0.2 0.4 0.1 
Czechoslovakia 3.9 4.0 4.4 5.1 4.3 
Denmark . 1.4 0.9 0.4 1.3 1.8 
Finland . 1.1 
France . ae ee 14.0 12.5 16.9 13.4 8.9 
Germany : Western zones 23.6 36.9 19.1 36.2 29.7 
Ceded territory 2.1 2.1 1.6 2.4 
Greece See Sethe я; 0.9 0.8 
Ireland . 0.5 0.3 0.3 0.6 0.2 
lilies eee 8.0 5.7 12.4 8.5 8.2 
Netherlands . 3.0 2.4 2.8 1.8 207 
Norway 1.0 0.4 0.4 1.6 
Poland . ih pe eS 3.1 2.9 3.8 4.5 
ООД ИНОЕ Series ts? ka) ТЕ 1.8 
О О М И. 3.4 3.1 2.3 2.3 
United @Kongdome 2 29. 2s. 29.6 25.0 30.1 20.4 27.5 
ToraL of above countries. . . 100 100 100 100 100 
Percentage of total European pro- 2 
duction covered by the sample 80 80 70 75 80-85 


о И Cee eee Беве 


— 244 — 


The weights used for total industrial production and for chemicals are proportionate to net output in 1938, 
measured in U.S. dollars at 1938 prices. Those used for textiles, and metals and engineering are proportionate 
to physical output. The methods of estimation are explained in Appendix A, sections 1, 2 and 8, except for 
building materials output. Small differences between Table H and data shown or referred to in Appendix A are 
due to rounding and to minor corrections intended to take account of quality differences. 

The weights for building materials were obtained by evaluating the 1938 output of bricks and cement in each 
country (1937 for Austria and Czechoslovakia) at 1938 United States wholesale prices. 

In order to weight the quarterly data in Tables 1, 5, 6 and 10, which are based on 1947 = 100, the 1938 
weights were carried forward to that year by the annual indices for each country. 

As already mentioned, the national index numbers in all the tables on production relate to post-war output 
in the post-war territory and to pre-war output in the pre-war territory. If it is granted that pre-war industrial 
production in the areas since ceded to the Soviet Union was negligible (apart from output in the Baltic States, 
which are entirely omitted from the pre-war coverage), indices for Europe (excluding the U.S.S.R.) should lead 
to the same result, whether the “ constant territory ” or “ changing territory ” method is used in establishing 
the national index numbers. There should be no difference in the European totals if the appropriate adjustments 
in the weighting system are made, and provided the indices are available for all countries. However, the coverage 
is not complete. In particular, Eastern Germany is not included. Hence, the Polish index, which is originally 
computed by the “ changing territory ” method and is higher than it would be if it were calculated on the basis 
of constant territory (i.e., if it related post-war output to pre-war output within the post-war territory), remains 
uncompensated. In order to prevent a spurious overstatement of the “ European ” weighted average in the 
post-war period, the areas ceded by Germany to Poland have been considered with their appropriate pre-war 
weight and an index equal to zero. 


II. PRODUCTION AND CONSUMPTION OF MAJOR COMMODITIES (TABLES 7, 8 anp I—XII) 


1. GENERAL 


The figures on production and consumption of major commodities have mostly been derived from official 
publications. A list of sources is given below. In most instances, however, the original figures had to be supple- 
mented by estimates, as explained in the following paragraphs. 


Provisional figures for 1948. In many instances the available statistics do not cover the full year 1948. 
Figures for the missing months were estimated, taking account, where necessary, of the trend in the monthly 
figures and of seasonal fluctuations. 


Pre-war production in post-war territories. The German 1936 census of production permits a break-down of 
total German production by zones (four occupation zones, Berlin, Saar and territories now ceded to the U.S.S.R. 
and Poland). It was assumed that the distribution of production between the zones in 1937 and 1938 was equal 
to that in 1936. Estimates were thus made of the production in 1937 and 1938 for the German zones, the Saar 
and the territory ceded to Poland, assuming there was no production of the commodities under consideration 
in the Polish territories now ceded to the Soviet Union. 


European totals. For most commodities, pre-war production figures for all European countries are avail- 
able. In many instances, however, no statistics are available on post-war production. It was assumed that 
production in these countries moved parallel with that in countries where information is available unless there is 
evidence to the contrary. This assumption appears admissible since, for most commodities, a fairly high proportion 
of total European production is covered by the available statistics. 


Net imports or exports. No direct consumption statistics or data on stocks being available, consumption 
was generally calculated from the production figures by adding net imports or substracting net exports. The trade 
figures used in these calculations were derived from official trade statistics. Annual figures for 1948 were generally 
estimated from data covering less than the full year. Moreover, it is not always certain that the description of 
imports and exports comprises exactly the same commodities as the production figures. 


The consumption data thus obtained by the combination of figures taken from different sources are, there- 
fore, subject to wider margins of error than the production data. 


2. SOURCES AND NOTES 


Sources and notes on production and consumption are given in this section only in so far as the tables 


need further explanation or methods of estimation different from those described in the preceding section have 
been used. 
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Production of Crude Steel and Consumption of Finished Steel (Table 7) 


The consumption of finished steel (in terms of crude steel) has been calculated in two steps. Production 
of crude steel plus imports minus exports (obtained from national trade statistics) gives the consumption of crude 
steel, which is the same as production of finished steel in crude equivalent. By adding to the production of finished 
steel the imports of finished steel and deducting the exports, both in terms of crude steel, the consumption of 
finished steel is obtained. The conversion factor applied to all countries is 1 ton of т steel = 1.33 tons of 
crude steel. The method of combining different sources and of using the same conversion factor is, of course, very 
rough. It is doubtful whether the trade figures always include the same commodities as those of oreduction: 
Moreover, the French and German figures are biased, because no trade statistics exist for the Saar. In pre-war 
years the Saar was included in Germany, whilst in 1947 Saar imports and exports are included in those of the 
French Zone. In the first quarter of 1948 they are included neither in France nor in Germany, whereas in the 
last three quarters of 1948 they are counted as French imports and exports. The figures have been revised and 
estimates have been made in order to make them comparable. As in other tables, post-war production and 


consumption in the Saar have been included in the French figures. For the various estimates relating to the Saar, 
however, no reliable base was available. 


Production and Consumption of Coal and Coke (Table 8) 


Following the usual practice, bunkers have not been regarded as exports. They have been included in 
home consumption. This is of importance in a few countries, such as the Netherlands and, particularly, the United 
Kingdom, which exported large quantities of bunker coal before the war, but are now exporting much less. 


France and Germany. The Saar is included with France for post-war years. Trade figures for the Saar 
are not available separately. The consumption of coal and coke in France and Germany is therefore partly based 
on estimates. German consumption by zones also had to be estimated, since international and interzonal trade 
is known for the U.K./U.S. Zone only. 


European total. The total consumption of Europe was calculated by adding imports of coal and coke 
from the United States to the total production, and deducting Polish exports to the Soviet Union and the overseas 


exports of the United Kingdom. The consumption of “ Other European countries” was then obtained as a residual 
item. 


Production and Consumption of Mineral Oils (Table I) 


All refined products (which were added ton for ton) were expressed in terms of crude petroleum by applying 
the ratio 10 tons of crude to 9 tons of refined product. Wherever trade returns failed to distinguish between 
crude oil and its products, the proportion of crude oil to products was roughly estimated. Production in Albania, 
Austria and Czechoslovakia was estimated on the basis of pre-war production and peak production during the war. 


Production of Electric Power (Table 11) 


Pre-war data have all been taken from Statistiques, Années 1937-1946, published by the Union internationale 
des Producteurs et des Distributeurs d’Energie électrique. Post-war data are those supplied by Governments 
to the Electric Power Division of the Economic Commission for Europe, except for the following countries : 


Germany : Monthly Report of the Military Government (U.S. Zone) ; Bulletin statistique, Gouvernement 
militaire de la Zone francaise d’Occupation en Allemagne ; Statistische Prawis (Soviet Zone). 

Poland: Wiadomoseci Staty&tyczne. 

Spain: Boletin de Estadtstica. 


Switzerland: Bulletin de V Association suisse des Electriciens, Organe commun de |’Association suisse des 
Electriciens et de Ошо des Centrales suisses d’Electricité, Zurich. 


Production of Iron Ore (Table III) 


The figures refer to the metal content of crude iron ores produced. The percentages of metal content are 
derived from the Monthly Bulletin of Statistics, United Nations, supplemented by estimates of the Steel Division 
of the Economic Commission for Europe. For the various countries the following percentages have been applied : 


% % % % 
Аа о. |“ 36. Germany: О.К. Zone . $ 25 Цму....... 50 Врым <0). с ды 7 49 
Czechoslovakia .. 30 — U.S. Zone. .. 30 Luxemburg... . 30 Sweden. .....- 61 
Pranee eee ede OO French Zone . 33 Poland... .. . 35 United Kingdom . 30 


Soviet Zone. . 34 
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The German percentages have been applied only to post-war years. The pre-war iron content could be 
derived directly from Statistisches Jahrbuch fiir das Deutsche Reich. For Sweden, 1946 and 1947, direct figures on 
iron content were taken from Bergshantering, Berdttelse for ат 1947. 

The figures have been derived from the sources indicated in the footnotes to the table, except for the Soviet 
Zone of Germany. The post-war figures for this zone have been taken from Statistische Praxis. 


Production of Pig Iron and Ferro-alloys (Table IV) 


The figures have been derived from the sources indicated in the footnotes to the table and supplemented 
by estimates of the Steel Division of the Economic Commission for Europe. 


Production and Consumption of Cotton Yarn (Table VII) 


In addition to the Monthly Bulletin of Statistics, United Nations, and national trade statistics, the following 
sources were used : 


Austria: Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. 

Germany: The Cotton Board Trade Letter, Manchester. Bulletin of Oxford Institute of Statistics. 

Italy: The Cotton Board Trade Letter, Manchester. Bollettino Mensile del Comitato Interministeriale Carboni. 
1947 estimates are based on less than 12 months. 

Sweden: Statistisk Arsbok for Sverige 1940. Kommersiella Meddelanden. 

United Kingdom: The Cotton Board Trade Letter, Manchester. 


For Austria, Czechoslovakia and Italy, 1938 consumption was estimated on the basis of production data for 
another year. 


Production and Consumption of Wool Yarn (Table VIII) 


In addition to the Monthly Bulletin of Statistics, United Nations, and national trade statistics, the following 
sources have been used : 


Germany, Netherlands, Norway and Sweden : Wool I ntelligence Notes, Imperial Economic Committee, London. 
Spain: Boletin de Estadtstica. 


The figures for the United Kingdom given in the Monthly Bulletin of Statistics, United Nations, refer to 
worsted yarn only. Total production of wool yarn has been estimated on the basis of raw wool consumption data. 


For Czechoslovakia, Netherlands, Norway, Spain and Sweden, 1938 consumption was estimated on the 
basis of production data for another year. 


Production and Consumption of Rayon Filament Yarn (Table IX ) 


In addition to the Monthly Bulletin of Statistics, United Nations, and national trade statistics, Rayon 
Organon, Textiles Economics Bureau, New York, and, for Italy, Congiuntura Economica, Istituto per gli Studi di 
Economica, Ro.na, have been used. 


Consumption of Natural and Synthetic Rubber (Table X ) 


Except for the United Kingdom, France, Germany, the Netherlands, and the United States, for which 
actual consumption data are published, the figures represent net imports. In 1947 and 1948 an attempt has 
been made to account for changes in stocks. For the post-war years, consumption in “ Other European countries ” 
has been calculated as a residual from the totals given by the Rubber Statistical Bulletin, London, after an estimated 
allowance for consumption in the three other zones of Germany. 


Production and Consumption of Sawn Softwood (Table XI) 


Pre-war production of lumber (hardwood as well as softwood) is given in Forestry and Forest Products 
World Situation 19 7-1946, Food and Agriculture Organization of the United Nations. It was assumed that 
the pre-war proportion of softwood in total production was the same as in 1946, for which year a break-down of 
total production is available. Pre-war net imports or net exports were taken from the Bulletin mensuel du Comité 
permanent international du Bois, February 1939. No allowance was made for changes in stocks. 


Post-war production, stocks and trade data were taken from: Yearbook of Forest Products Statistics 1947, 
Food and Agriculture Organization of the United Nations, and Timber Statistics, Food and Agriculture Organiza- 
tion/Economic Commission for Europe. For the post-war years, an allowance for stock changes could be made in 


many cases. The post-war production of the Soviet Zone of Germany was assumed to move parallel with that 
of the other zones. 
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Production of Cement (Table Х1Т). 


In addition to , Statistical Year-Book of the L , 
j - eague of Nations 1942/44, and j istt 
United Nations, the following sources have been used : АН 


Germany (Soviet Zone) : Statistische Prazis. 

Italy: Bollettino Mensile del Comitato Interministeriale Carboni. 
Spain: Boletin de Estadistica. 

Sweden: Kommersiella Meddelanden. 


Ш. EMPLOYMENT AND PRODUCTIVITY (TABLES 3 anp 4) 


1. GENERAL 


The index numbers of employment in industry shown in Table 3 in principle cover the same groups of 
industries as the index numbers of production. In most cases the index numbers and other data on employment 
published by the countries had to be adjusted, as explained in the list of sources and notes below. Where territories 
have changed, post-war employment in the post-war territory has been related to pre-war employment in ‘the 
pre-war territory. 

Output per man shown in Table 4 was obtained as the ratio of the index of industrial production and the 


index of employment. The combined index for Europe includes only those countries for which both an index of 
production and an index of employment is available. 


2. SouRcES AND NOTES 


Austria: Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. Special index of employment 
in the branches covered by the industrial production index ; original index is on basis 1937. Index for 
1946 has been estimated from the former index of employment, the coverage of which was smaller. 


Belgium: Bulletin de Statistique, Institut national de Statistique. Quarterly index based on numbers of wage 
earners employed in coalmines, quarrying, iron and steel, metal-working, non-ferrous metals, tobacco, 
nitrogenous products, lime and clay, paper, and bricks, and on the percentage of unemployment in textiles 
and clothing. Index for the year 1947 (116), base 1938=100, from direct information. Indices for 1946 
and 1948 have been estimated from the social security returns, adjusted for the growth in coverage, as 
indicated in Revue du Travail, and from the quarterly index. 


Bulgaria: Quarterly index based on absolute numbers employed, as published in Isvestyia, Ministerstvo na 
socialnata politikai truda, base March-June 1947 = 100. Index for 1946 (1938 = 100) is obtained from 
the comparison of numbers in 1947 and 1938 (Annuaire statistique du Royaume de Bulgarie 1940). 


Czechoslovakia : Statisticky Zpravodaj, State Statistical Office of Czechoslovakia. Special index of employment 
published jointly with the index of industrial production ; food industry is excluded. Index for 1946 
(1938 = 100) has been estimated from absolute numbers published. 


Denmark : Indices for 1946 and for 1947 were arrived at by a comparison of the numbers of wage earners employed 
as given in Statistisk Aarbog 1947 and 1948. Index for 1948 has been estimated from the index for 1947 
and the change in employment, on the basis of the monthly index of man-hours worked per working-day. 


Finland: All indices are based on chain index numbers computed from data published in Social Tidskrift. The 
index for 1947 (1938 = 100) was supplied by the Finnish authorities. 


France: Revue frangaise dw Travail. The original figures for “Energie” and “Industries de transformation, 
batiment exclu ”, have been combined. 


Germany (U.S./U.K. Zone) : Quarterly index numbers based on numbers employed as given in Statistical Annex 
to the Monthly Report of the Military Governor ( U.S. Zone). Index for 1947 was obtained from a comparison 
of numbers of wage and salary earners in the Western Zones in industry (including building), between 
1939 (census in May) and 1947 (average of March and September), adjusted by the index number of 
employment in industry between 1938 and May 1939, given by the International Labour Review, 1.1.0. 
The index for 1946 has been estimated from the index for 1947 and the numbers employed in March and 


December 1946. 
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Hungary: Gazdasdgstatisztikai Tdjékoztaté. The “ economic index table ” gives index numbers of wage earners 
employed in mines and iron-smelting, and of wage earners employed in manufacturing industry. The 
two indices have been combined with the following weights: mining and iron-smelting 18, manufac- 
turing 82. Indices for 1947 and 1946 are based on information in the same review. In calculating the 
index of output per man shown in Table 4, the employment index used was that given in Magyar Statis- 
ztikai Szemle, January 1948, р. 19, together with a production index for 1946 and 1947, both of which 
refer to manufacturing industry only. For 1948, the corresponding employment index used in Table 4 
was estimated from the index shown in Table 3 by assuming that the movement in the manufacturing 
industry was the same as in all industry. 


Ireland: Irish Trade Journal and Statistical Bulletin. Half-yearly inquiries give the number of persons engaged 
in certain industries. Quarterly indices have been obtained by interpolation. The index for 1946 
(1938 = 100) is arrived at from the comparison of the number of wage and salary earners in October 1938 
and 1946. The index for 1947 has been computed from the index for 1946 linked with the results of the 
half-yearly inquiry. 

Italy: Figures supplied by Italian authorities show the wage earners employed in establishments. Separate 
index numbers for mining, and manufacturing and public utilities were combined, the weights being the 
numbers employed in 1937-1939, according to the industrial census. The link to a pre-war base was 
obtained from data published in Rassegna di Statistiche del Lavoro, Roma. 


Netherlands : Indices were supplied by the Dutch authorities. 


Norway : Indices for 1947 and 1948 were received from the Norwegian authorities. The index for 1946 (1938 = 100) 
has been arrived at by taking into account the number of wage earners in 1946 and 1947, as published 
in Arbeidsmarkedet, 1948, пт. 3. 


Poland: Bulletin of the Polish Institute for Economic Research. The number of wage earners in 1947 was 914,000, 
according to Wiadomosci Statystyczne, 5 October 1948. In 1938 the number was 779,000 (Concise Statistical 
Year-Book of Poland, September 1939-June 1941, p.111). The index for 1947 (1938 = 100) ist herefore 
roughly 120. Indices for 1946 and 1948 have been obtained by linking the latter result with the index 
of employment. 


Sweden: Original indices (1938 = 100) were obtained directly from the Swedish authorities. 


Switzerland: La Vie économique gives quarterly chain index numbers. Indices for 1946, 1947 and 1948 were 
obtained from the number of workers in the factories, registered in October of each year. 


United Kingdom : Monthly Digest of Statistics gives the distribution of total manpower in Great Britain, divided 
into mining and quarrying, gas, water and electricity supply and manufacturing industries. Figures 
for February 1947 are not available. An average was computed for the eleven other months, and the 
annual average was estimated at 2 per cent below that figure. The figure shown for the first quarter 
of 1947 is the average of January and March reduced by 8 per cent (see for these estimates London and 
Cambridge Economic Service, 1947, p. 40). The original figures had to be adjusted in view of the revisions 
made in July of each year. Index for 1947 (1938=100) supplied directly by the Ministry of Labour 
relates to eleven months (February excluded) and was adjusted so as to correspond to the corrected 
annual average of number of persons employed. 


3. WEIGHTING 


The weights used in arriving at the combined annual index numbers are proportional to the numbers of 
wage and salary earners in 1938. They are as follows: . 


AOSD Spt weet tr Pa aon, ie eh AB Germany: Territories ceded to Poland 8 
BOL Pun: Seren ys aon. tems Bee eee LO Treland |, о Пе eee 
Bulgaria) SA peng ep soe, Poesy Tialy де 70652 Ge Se Se eee ee 
Czechoslovakia уро рак, ТЗ Netherlands’) (73 9. 989 сы У 
Denmark scuisttyet.<. fs Sabeee м вые Norways 2 анала mel ee ЗЕЕ 
BUSING Sine ten cg ee ee eee Poland дл cst дилера acne 
TREAT CO Soe eles id ne eer A оО i eg о ох 
Germany: Western Zones ..... 53 United. Kimgdom ©). ccs 5 eee eet 


Hungary and Switzerland, for which employment indices are shown in the tables, have not been included 
in the combined index. The weight given to the German territories ceded to Poland has been used (with an 
employment index of 0) for the correction necessary on account of changes in territory (see section I, 4 above). 


For the calculation of the combined index numbers for the quarters of 1947 and 1948 (1947 = 100) the 
weights have been shifted to a 1947 base by means of the annual employment indices for each country. 


Ee a a 
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ТУ. INDEX NUMBERS OF AGRICULTURAL PRODUCTION (TABLE 14) 


: The index numbers of agricultural production have been prepared by the Food and Agriculture Organiza- 
tion except for the agricultural year 1948/49. The index numbers for that year are estimates by the Research and 
Planning Division of the Economic Commission for Europe. 


The method used by the Food and Agriculture Organization in calculating the index numbers is explained 


in The State of Food and Agriculture 1948, pp. 212-216. The index numbers themselves have not hitherto been 
published, and they are provisional. 


The method briefly is as follows. For all European countries, total agricultural production for 1934-1938 
(average), 1946/47 and 1947/48 was calculated at uniform and constant pre-war prices obtained by averaging 
the export prices of exporting countries. Thes> prices had to be modified in a number of cases, e.g. for potatoes 
where export prices refer to superior qualities unrepresentative of total output. In order to avoid double counting, 
animal feeding-stuffs were deducted from gross production. Pasture and forage crops were omitted. No deductions 
were made for skimmed milk, oilcakes, middlings, bran, beetpulp, brewer’s grains, etc., fed to animals, or for 
the parts of production used for seed. The index numbers are thus essentially indices of gross production. 


It is emphasized by the Food and Agriculture Organization that the index numbers will not match with 
any individual country’s index number, on account of the international prices chosen as weights. Moreover, the 
index numbers must be regarded as tentative and provisional, since the validity of the prices requires further 
critical examination and the data on production in many countries call for revision and amplification. 


The estimates for 1948/49 prepared by the Research and Planning Division are largely based on crop 
estimates, since figures on livestock and dairy products are not yet available for this agricultural year. To the 
extent that livestock and dairy products were considered, it was assumed that production will not considerably 
exceed the 1947/48 level unless there are indications of a more favourable development, or production in 1947/48 
was considerably lower than in the previous agricultural year. It follows that the estimated index numbers are 
even more tentative than those prepared by the Food and Agriculture Organization. 

In calculating Table 18, United States agricultural production has been measured by the volume of 
marketings. 


V. RAILWAY FREIGHT TRAFFIC (TABLE 15) 


In addition to the Monthly Bulletin of Statistics, United Nations, the following sources have been used : 

Belgium: Bulletin d’Information et de Documentation, Banque nationale de Belgique. 

Denmark : The 1938 figure is a mean of the financial years (April-March) 1938 and 1939. The 1946 figure 
is estimated on the basis of the last eleven months. 

Germany (French Zone): The previous estimate of 1938 ton-kilometres was revised to exclude the Saar, 
on the basis of 1935 data. 

Hungary: Monthly Bulletin of the National Bank of Hungary and Gazdasdgsiatisztikat Tdjékoztaté. 

Netherlands: Statistisch Bulletin and Maandschrift (Centraal Bureau voor de Statistiek). 


Norway: The 1938 figure for tons carried is a mean of the financial years (April-March) 1938 and 1939. 
The 1938 figure for ton-kilometres is based on monthly data in Statistisk-ekonomisk utsyn over 
krigsdrene. 

Sweden: Jdrnvigsstatistiska Meddelanden. The series for ton-kilometres published in the Monthly Bulletin 
of Statistics of the United Nations are for State railways only, which form a higher proportion of all 
railways after the war than they did before. By use of these proportions, shown in the Supplement 
to the Bulletin, estimates have been made for total freight traffic. 


United Kingdom: Monthly Digest of Statistics. 
Switzerland: The ton-kilometres are taken from Annuaire statistique, Chemins de Fer fédéraux, 1948. 


Some 1938 data were obtained from Statistique internationale des Chemins de Fer, 1938, Union internationale 
des Chemins de fer, and the data for Greece, Turkey, Italy, and the French Zone of Germany were received in 
reply to questionnaires of the Inland Transport Committee, Economic Commission for Europe. 
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УГ. WHOLESALE PRICES (TABLES 24, 25, 27, 69, 70) 


1. SECTIONAL РетсЕ INDEX NUMBERS (TABLES 24, 25 AND 27) 


The indices given in the tables are, with the exceptions mentioned below, the official wholesale price indices 
for the following groups of commodities : 
(a) Agricultural products (total and broken down into animal and vegetable products). These indices 
have been chosen so as to indicate, as nearly as possible, the level of prices received by farmers. 
(b) Industrial products, excluding, wherever possible, semi-manufactures and products of the food proces- 
sing industries. 
(c) Raw materials for industry, both imported and home produced. 


In the following cases the indices used do not correspond exactly to the foregoing description, or have 
been subjected to certain adjustments : 


Agricultural Products (Table 24) 
Sweden: Weighted average of indices for animal (48) and vegetable (52) food. 


Animal Products (Table 25) 


Austria: Simple average of indices for meat and milk. 

Belgium: Simple average of indices for living animals and animal products. 
France: The indices include only meat and fats. 

Switzerland: Simple average of indices for meat, pork, milk and eggs. 


Vegetable Products (Table 25) 


Austria, Bulgaria and France: The indices include only grain crops. 
Finland: Simple average of indices for (1) grain and grain products, (2) other vegetable products. 
Switzerland: Simple average of indices for wheat and potatoes. 


Industrial Products (Tables 24 and 27) 


Austria and Germany (U.S./U.K. Zones) : An index for industrial raw materials has been used. 
Czechoslovakia : Industrial materials and products. 

France: Semi-manufactures of all industries. 

Switzerland: The general wholesale price index has been used. 


Industrial Raw Materials (Table 27) 


Denmark and Norway: Raw materials and semi-manufactures other than food. 
Finland: All producers’ goods. 
United Kingdom: Basic industrial materials. 


Sources 


Austria : _Monatsberichte des Osterreichischen Institutes fir Wirtschaftsforschung and Statistische Nachrichten 
(Osterreichisches Statistisches Zentralamt). 


Belgium : Data furnished by Institut des Recherches économiques et sociales de l’ Université catholique, Louvain. 
Bulgaria: Bulletin mensuel de la Direction générale de la Statistique, 1947, No. 11. 


Czechoslovakia : Jan Krblich: Survey of Czechoslovak Agriculture, Institute for International Collaboration in 
Agriculture and Forestry, Prague, 1947, p. 21, and Monthly Statistical Bulletin, United Nations. 
Denmark : Statistiske Efterretninger and Undersdgelser over Landbrugets Driftsforhold (published by the Institute 


of Farm Management and Agricultural Economics), Vol. XXIII, р. 14, Vol. XXXI, part 1, p. 12, and 
Vol. XXXII, part 1, p. 13. 


Indices for agricultural prices have been shifted from original base (1909-1914) to base July-June 1938/39. 
Finland: Statistisk Arsbok fér Finland 1916/1947 and Statistiska Oversikter. 
France: Bulletin de la Statistique générale de la France. 
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Greece: Deltion Emborikou-Viomehanikou Epimeleteriou Thessalonikis (Bulletin of the Chamber of Commerce 
and Industry of Salonica), January 1949, p. 56. 


Hungary: Gazdasdgstatisztikai Tdjékoztaté. 


Ireland: Trish Trade Journal and Statistical Bulletin. The index for agricultural prices is originally based Sep- 


tember 1938-August 1939 = 100. It has been shifted to base October 1938 = 100 by means of the 
ordinary wholesale price index for food. 


Italy : "ET Sedan Mensile di Statistica and “ Relazione del Direttore generale sulli operazioni fatte dalla Banca 
d’Italia”’, Adwnanza generale ordinaria dei partecipanti, 31 March 1948, Banca d’Italia, р. 80. 


Netherlands : Maandschrift (Centraal Bureau voor de Statistiek). The indices for agricultural products have 
been shifted from original base (1924/25-1928/29). 


Norway: Jordbruksstatistikk 1947, р. 35, and Statistisk-dkonomisk oversikt 1939, 1947 and 1948. 

Poland: Papers of the Polish Institute for Economic Research, No. 1, April 1947. 

Spain: Boletin de Estadistica, No. 46 and 48, 1948, and Precios al por mayor у nimeros tndices 1913 a 1941. 
Sweden: Kommersiella Meddelanden 1940, p. 88, and current issues. 

Switzerland: Bulletin mensuel, Banque nationale suisse. 

United Kingdom : Monthly Digest of Statistics. 


2. EXPORT PRICES AND HOME MARKET PRICES FOR PARTICULAR COMMODITIES (TABLES 69 AND. 70) 


The Level of Prices for Timber, Pulp and Paper in Finland, Norway and Sweden ( Table 69 ) 


Finland: The indices of export prices were taken from Statistiska Oversikter (Statistiska Centralbyran). The 
index of “ building timber” which is part of the building costs index published in Social Tidskrift 
(Socialministeriet) was taken for the index of home market prices for timber and the base year shifted 
from 1939 to 1938 by use of a wholesale price index for timber. The wholesale price index for the group 
“ pulp, paper and paper board ” published in Statistiska Oversikter was taken for the index of home market 
prices of paper and pulp. 

Norway: The indices of export prices were taken from Norges Handel, 1946 (Statistisk Sentralbyra), Economic 
Survey, Norway, 1947 (The Economic Co-ordination Council), Oslo, and Statistisk-oekonomisk Oversikt 
over Aaret 1948 (Statistisk Sentralbyr4) which publish annual unit price indices (1938 = 100) weighted 
by the quantities exported in the current year. The indices of home market prices and wages in forestry 
were taken from Statistiske Meddelelser (Statistisk Sentralbyra). The home market price indices are 
the wholesale price index for the groups “ wood products ” and “ pulp and paper ”. The index for wood 
products is presumably too high because not only sawn softwood but also saw-logs enter into it. 


Sweden: The indices of export prices were derived from the export statistics as follows : Samples of 8 items for 
timber, 4 items for pulp and 7 items for paper were chosen from the export statistics and the average 
unit value of each item was calculated ; the index for each sample was then obtained by weighting the 
unit value of each item in the sample by the average quantities of the item exported in 1936-1938. The 
home market price index for timber was taken from the quarterly indices of building costs published in 
Index (Svenska Handelsbanken). The base year was shifted from 1939 to 1938 in accordance with the 
old wholesale price index for “ timber for building purposes ”. For paper and pulp the wholesale price 
index published in Kommersiella Meddelanden (Kommerskollegium) was used. Wages in forestry were 
taken from Sociala Meddelanden (Socialstyrelsen). 


Home Market and Export Prices of Steel in the United Kingdom, Belgium and the United States (Table 70) 


Sources 


The home market price for steel in the United Kingdom was taken from Bulletin de la Chambre syndicale de 
la Sidérurgie francaise, Paris. The United Kingdom export prices and all prices for Belgium were taken from 
The Metal Bulletin, Metal Information Bureau, London. The home market and export prices for steel in the 
United States were taken from The Iron Age, New York. 
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УП. WAGES (TABLES 20, 26 Амр 68) 
1. InDEX NUMBERS OF HOURLY EARNINGS IN INDUSTRY (TABLE 20) 


The indices refer, wherever possible, to hourly earnings of male and female workers in 1938 (average for 
the year) and in the third quarter of 1946, 1947 and 1948. In some cases other indicators (е-5-, wage rates or 
weekly earnings or a pre-war base other than 1938) have been used, as specified in the notes which accompany the 
table. In cases where the original data covered sectors other than industry they have been adjusted, as far as 
possible, so as to correspond to industry only. Some other exceptions are indicated, together with the original 
sources, in the following notes: 


Belgium : Bulletin de VInstitut de Recherches économiques et sociales (Université catholique de Louvain) ; 
Wage Trends and Wages Policies : Various Foreign Countries, United States Department of Labor, 
Bulletin No. 934. 


Bulgaria : Bulletin mensuel de la Direction générale de la Statistique. 

Czechoslovakia : National Bank of Czechoslovakia Bulletin. The figures are yearly averages. 

Denmark : Statistiske Efterretninger. 

Germany (U.S. Zone) : Statistical Annex to the Report of the Military Governor (U.S.). 

Germany (U.K. Zone) : Monthly Statistical Bulletin of the Control Commission for Germany (British Element). 
Germany (Soviet Zone) : Moscow News, 1948, No. 22. 


Ireland: Data from industrial censuses 1938 and 1946 linked with the results of the half-yearly inquiry on 
employment and wages. Figures for 1947 and 1948 refer to weekly earnings. Figure for 1948 
refers to the month of March. 

Netherlands : Statistiek der Lonen and Economisch-Statistische Berichten, Rotterdam, 1948, No. 1645. Data 
on wages for male workers have been adjusted so as to arrive at indices for all workers. 

Norway : Arbeidslénninger 1946 and Statistiske Meddelelser. Original series on hourly earnings beginning 
third quarter 1940 has been linked with an official estimate of the relative increase in earnings from 
1938 to third quarter 1940. For computation of indices referring to both sexes the following weights 
were applied : male workers 78, female workers 22. 

Spain : Comercio, Industria у Navegacién de Езрайа, Madrid, June-August 1948. The indices are computed 
from data on earnings (including cost-of-living allowances, but excluding social insurance payments). 
The indices have been computed as the arithmetic average of the data for individual occupations. 

Sweden : Data from Lénestatistisk Arsbok fér Sverige 1938 and 1946 have been linked with information 
on percentage increase 1946-1948 given in Sociala Meddelanden, 1947, p. 634, and a quarterly index 
of hourly earnings based February 1947. The figure for 1946 is a yearly average. The figures for 
1947 and 1948 refer to the month of May. 


Switzerland : Bulletin mensuel, Banque nationale suisse. 


United Kingdom : Ministry of Labour Gazette. The figure for 1948 refers to the month of March. 


Austria : Monatsbericht des Osterreichischen Institutes fiir Wirtschaftsforschung. Comparison with pre-war 
based on earnings in schillings. 


Finland: Social Tidskrift and Statistisk Arsbok for Finland 1946/47, р. 219. For computation of indices 
referring to both sexes the following weights were applied : male workers 62, female workers 38. 


France: Data for October 1946 in Revue frangaise du Travail 1947, p. 409, linked with the quarterly 
index of wages adjusted for legal overtime increases. 


Italy: Bollettino mensile di Statistica. 


2. INDEX NUMBERS OF WAGES IN AGRICULTURE, FORESTRY AND MINING (TABLE 26) 


Agricultural Wages 


The index numbers used are for male agricultural workers’ money wages in summer. In addition to the 
notes which accompany the table, it should be mentioned that the agricultural wage indices for France and Ireland 
refer to both sexes, and that the agricultural wage indices for France and Spain are yearly averages. 
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The following sources were used: 


Denmark : Statistiske Efterretninger. 


Finland : For 1946 and 1947 : Social Tidskrift ; for 1948 : Economic Review, Kansallis-Osake-Sankki 1948, No. 1. 
France: Data for October 1946 in Revue frangaise du Travail, 1947, p. 409, linked to index of industrial 
wages, adjusted for overtime payments, and to the annual total wage bill for agriculture. 
Hungary: Bulletin of the Hungarian Institute for Economic Research, No. 54. 

Ireland: Irish Trade Journal and Statistical Bulletin. 

Italy: Bollettino mensile di Statistica. 

Netherlands : Statistiek der Lonen. 

Norway: Statistiske Meddelelser and Statistisk Arsbok for Norge. 

Spain : Comercio, Industria у Navegacién de Езрайа, Madrid. 

Sweden: Statistisk Arsbok for Sverige and Lénestatistisk Arsbok fér Sverige. 


Switzerland : Premier Rapport annuel adressé par la Suisse a UV Organisation des Nations Unies pour Vv Alimen- 
tation et V Agriculture, 1946. 


United Kingdom: The N.F.U. Information Service, National Farmers’ Union, London, Vol. III, No. II. 


Wages in Forestry 


The index numbers of winter wages in forestry have been compared with industrial earnings in the first 
quarter of the year. The sources used are as follows: 


Norway : Statistiske Medelelser, 1939, р. 282, and 1948, р. 214. Piece rate in winter per cubic metre. 
Sweden: Sociala Meddelanden, 1948, р. 868. Index of daily wages for hewers. 


Wages in Coal mining 


Belgium: Wage Trends and Wage Policies : Various Foreign Countries, United States Department of 
Labor, Bulletin No. 934. The index refers to hourly earnings. Weighted average for industry 
excluding coal mines was computed on the basis of the index of 320 (1936-1938 = 100) for all. 
industry and 369 for coal mines, for December 1946, using numbers employed as weights, The 
index arrived at was then combined with the monthly data published in Bulletin de l'Institut de 
Recherches économiques et sociales (Université catholique de Louvain). 


France: Bulletin de la Statistique générale de la France. Average for second and third quarter 1947. 
The figures refer to earnings per man-shift. 


United Kingdom: The Ministry of Labour Gazette. Average cash earnings per man-shift. 


3. INDUSTRIAL WAGES AND LABOUR Costs IN EUROPE AND IN THE UNITED STATES (TABLE 68) 


The indices of average hourly earnings in industry taken from Table 20 were adjusted for changes in the 
United States dollar rate (see Section XI, 1) and divided by an index of hourly earnings in the manufacturing 
industries in the United States. The indices of hourly earnings shown in the second half of the table are the indices 
from Table 20 adjusted for changes in the United States dollar rate, divided by the indices for output per man 
given in Table 4 and expressed as ratios of a similar index for the United States, computed from data in The 
Economic Report of the President transmitted to the Congress, January 1949 (Washington, 19.9). 


VIII. GOVERNMENT EXPENDITURE AND REVENUE (TABLES 28-30) 


1. GENERAL 


The figures have all been derived from’sources as indicated below. Owing to wide variations in accounting 
methods and presentation, it has in most cases been necessary to make certain adjustments in order to arrive at 
figures corresponding as far as possible to uniform definitions. These adjustments are also described below. 
The figures for social security have been taken pa.tly from the Year-Book of Labour Statistics, 1947-1948, Inter- 
national Labour Office. | 

The figures for national income at current prices used to express the expenditure and revenue in percentages 
of national income have been derived from sources described in Appendix A. 


nie 


— a Se a i TT a ns 


— 254 — 


2. SouRcES AND NOTES 


Austria : Bundesrechnungsabschluss Osterreich fiir das Jahr 1937. Statistische Nachrichten, March and November 
1948. Bundesfinanzgesetz 1948. Bundesfinanzgesetz 1949 (draft). 


For social security only revenue and expenditure which goes to the Central Government Budget is included. 
Other current civil expenditure includes : (a) transfer to local authorities of taxes included in tax revenue, 
and (b) occupation costs for 1946 and 1947 ; as no provision is made for such costs, no figure is available 
for 1948 and 1949. 


Belgium: Budget des Recettes et des Dépenses pour Vexercice 1949, Exposé général. Annuaire statistique de la 
Belgique et dw Congo belge 1913, 1946, 1947. Situation générale du Trésor public aw 1°" janvier 1948. Revue 
du Travail, Nos. 11-12, 1947 and No. 11, 1948. 
The figures for expenditure in 1938, 1946, 1947 and 1948 represent credits granted, and in 1949 credits 
requested. The figures for revenue in 1938, 1946 and 1947 represent actual receipts, for 1948 probable 
revenue, and for 1949 the figures are estimated. 


Defence expenditure in 1946 includes expenditure on account of Allied Armies. The figure for social 
security in 1938 relates to state expenditure only. The figures for direct taxes do not include extra- 
ordinary taxes levied for the amortization of the monetary loan. All social security contributions have 
been partly estimated and the figure for 1947 has been applied to 1948 and 1949. 


Czechoslovakia : Statni Zdvereny Ucet 1937 (closed accounts). Financny 2&Коп, 1947 and 1948. Dr. Jan Kozdk 
“Czechoslovak Budget Economy after the War’”’, Openbare Financién No. 4, 1948. 


Figures for national debt interest represent the total debt services paid by the State Administration 
Receipts from U.N.R.R.A. have not been included in revenue. 


Denmark : Statistisk Aarbog 1940. Danmarks Nationalbudget for Aaret 1938. 
Post-war data, being taken from national accounts, are for calendar years. 


For 1946, 1947 and 1948, the national budget figures have been adjusted to exclude local authorities. 


Figures for expenditure on social security are taken from Statistiske Efterretninger, No. 62, 1948. The 
figures for direct taxes include stamp duties, but do not include the capital levy. 


Finland : Statsbokslutet jémte bilagor 1938, 1946 (closed account). Bank of Finland, Monthly Bulletin, December 
1948. Statiska Oversikter. Statsforslag, 1948. Draft Supplementary Budget (9 June 1948). 
Social security expenditure represents state expenditure plus accident insurance. War reparations 
to the U.S.S.R. and expenditure under Armistice Agreement and Peace Treaty are included in “ other 
current civil expenditure ”. Direct taxes include the amount of the exceptional property tax paid in 
cash. Social security contributions have been estimated for all years. 


France: Perspectives des Ressources et des Besoins de Г Economie frangaise au cours du premier semestre et del’année 
1948. Troisiéme Rapport semestriel sur la Réalisation du Plan de Modernisation et @ Equipement, résultats 
au 30 juin 1948. 


Hungary: A Magyar Allam Zérszémaddsa (closed accounts), 1937/1938 and 1946/1947. Gazdasdgstatisztikai, 
March 1948 and October 1948. 


Figures for 1947/48 in Table 29 are budget estimates. Other current civil expenditure includes inter- 
national obligations. Direct taxes include capital levy. 


Ireland : Finance Accounts, 1937/38, 1946/47, 1947/48. Estimates of Receipts and Expenditure, 1948/49. 
Expenditure and revenue of social security funds are partly estimated. 


Italy : Annuario statistico 1940. Conto riassuntivo del Tesoro, suppletivo (cash accounts), June 1947, June 1948. 


Ragioneria Generale dello Stato, Previsioni delle entrate е delle spese dello Stato per Vesercizio finanziario 
1948/49. 


Social security contributions and the benefits are estimates based on the following sources : U.N.R.R.A. 

Survey of Italy’s Economy (Rome 1947), pp. 218 and 244. Bollettino Mensile di Statistica, May and боб 
1948. Speech by the Minister of Labour, Previdenza Sociale, J uly-October 1948, pp. 160-161. C. Vannutelli 

“L’ammontare dei contributi pagati dalla produzione nazionale per la previdenza sociale”, Rassegna di 
Statistiche del Lavoro, January-February 1949. 


Investments are gross as the budget includes no allowance for depreciation. Direct taxes include extra- 
ordinary capital taxes. 


ь 
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Netherlands : First Memorandum on the Central Economic Plan 1946 and National Budget 1947. Nota betreffende 


и ee van’s Rijks financién (Budget of the Ministry of Finance for 1949). Jaarcijfers voor Nederland 


The figures for revenue and expenditure of local authorities, which have been partly estimated, have 
been deducted from government revenue. Investments in public enterprises are not included. 


Norway: Statsregnskapet (closed accounts) 1937/38 and 1946/47. Budsjettinnstilling III В (voted budget) 
1947/48 and 1948/49, St. prp. Nr. 1 (1949) Statsbudsjettet 1949/50. St. meld. Nr. 1 (1949) Nasjonal- 
budsjettet 1949. 

Estimates of expenditure have been partly revised. Direct taxes do not include the tax to cover war 
damages, but include the tax for maintenance of military forces. 


Poland: Bulletin statistique du Ministére des Finances, No. 1, 1939. Wiadomosci Statystyczne, 20 February, 
20 April, 5 July, 5 October 1948. Ustawa Skarbowa, 30 December 1947 (Budget Law, 1948) and Ustawa 
о Panstwowym Planie Inwestycyjnym 24 February 1948 (Investment Plan, 1948). 
The figures for “ rationing ” expenditure have been taken as expenditure for price subsidies. Investment 
figures include public investments financed by the Treasury, by bank credits and foreign credits, which 
have been partly estimated. The figures given under “ other current revenue ” include payments received 
from nationalized industries. 


Sweden: Budget Redovisning (closed accounts), 1937/38, 1946/47, 1947/48. _Rikstat (voted budget) 1948/49. 
Proposition till Riksdagen (drafted budget) 1949/50. Statistical Year-Book 1948. Sociala Meddelanden 
No. 10, 1948. 


United Kingdom : National Income and Expenditure of the United Kingdom, 1947 (Ста. 7371). Statement relating 
to Defence, February 1939 (Cmd. 5944); February 1947 (Cmd. 7042) ; February 1948 (Сша. 7327). В. С. 
Tress, “ The Budget and the National Income, 1948/49”, London and Cambridge Economic Service, 
Vol. XXVI. 
Data for 1938, 1946 and 1947, being taken from national accounts, are for calendar years. The figures 
for investments represent expenditure on new assets plus the change in the value of inventories less 
maintenance provision. 


IX. GROSS AND NET INVESTMENT IN FIXED CAPITAL (TABLES 33-40) 


1. GENERAL 


For the purpose of the discussion in Chapter III, “ fixed capital ” is defined as including machines, buildings 
and other constructions, and commercial vehicles, but excluding armaments and consumers’ capital except 
dwellings. Gross investment in fixed capital covers all expenditure incurred for the purpose of installing or con- 
structing new fixed capital whether for replacement or as an addition to stock. In addition, as set out in the footnote 
to Table 33, some countries include part or all of maintenance and repairs. There are corresponding differences 
in the definition of depreciation, so that the figures for net investment (which covers that part of gross investment 
which exceeds depreciation) are comparable in definition though they suffer from a larger margin of statistical 
error than the gross investment figures. 

Data on gross investment were taken in most cases from official reports, the original figures being adjusted 
wherever possible to secure a uniform definition of fixed capital as given above. The nature of the adjustments is 
described in the notes below. 

Net investment is directly given in some cases. In others, it was obtained by deducting depreciation from 
gross investment. Depreciation in turn had to be estimated where it was not available. In all cases, the data 
were checked in order to eliminate the effects of the tendency to underestimate depreciation in periods of rising 
prices. Where the value of total fixed capital was known, depreciation was obtained on the basis of the estimated 
average lifetime of investment goods. In some cases, depreciation had to be estimated by comparison with capital 
and depreciation data in similar countries. 

Rates of growth are obtained as ratios of net investment to the value of the stock of fixed capital. 

Investment data are often given in current prices. The figures were therefore, where necessary, first expressed 
in 1938 prices by means of national price indices. However, the conversion into 1938 prices has been carried out 
for total investments only, no data for individual categories of investment goods being available in most cases. 
The different categories of investment goods, therefore, were all deflated with the average price index for total 
investments. 

In cases where the value of investments has been published in constant prices, the price movement has 
beer’ computed from the ratio between the “ current » and “constant ” value figures. In cases where no such 
data were available, use was made of wholesale price indices that represented as closely as possible the price 


movements in the investment field. 
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All figures were then translated into United States dollars by applying the purchasing power parity rates 
given in Appendix A, Table B. However, the rate of exchange (which applies to manufactures in general) was 
deemed to be inapplicable to construction in Poland, and total investment in Poland was therefore converted 
at the rate of 15.4 United States cents per zloty. The exchange rate applied to Yugoslavia (0.54 United States 
cents per dinar of 1938 purchasing power) was derived by the same method as the rates for other countries. 

The estimates for 1948 are provisional in most cases. 

The following notes indicate the sources used and the adjustments applied to the original figures. 


2. SourcES AND NOTES 
Abbreviations: G.I.—Gross Investment. 
N.I.—Net Investment. 


Belgium : G.I., both total and by secto:s, Troisiéme Rapport relatif au probléme des investissements, 1948 (Ministére 
de la Coordination économique et du Rééquipement national), page 34. Investments in coal mining 
were corrected for the construction of miners’ dwellings and investments in dwellings have been raised 
accordingly. Figures for 1946 ibid. page 15. 

Depreciation as given ibidem, page 42. 

The value of capital in manufacturing has been estimated on the assumption (1) that depreciation of 
machinery equals, on the average, 6.7 per cent of the net (i.e., depreciated) capital value of machinery 
and depreciation of buildings, 2.5 per cent of the net capital invested in industrial buildings, and (2) that 
the ratio between the capital invested in machinery and buildings is generally 2:1. 
Conversion into 1938 prices was effected by the wholesale price index for finished goods, excluding food 
industries (Monthly Bulletin of Statistics, United Nations). 


Bulgaria: G.I. totals from О. Terpechev, Rapport sur le Plan économique quinquennal, Sofia, 1948, pp. 28-30 ; 

G.I. by sectors from Planowo Stopanstwo (Planned Economy), No. 2, February 1948, pp. 74-75. Irrigation, 
drainage and other land improvements were deducted from agriculture, roads and bridges from transport, 
and both were added to the Government sector. Dwellings cannot be separated from investment in 
manufacturing and mining. 
Depreciation, total and by sectors, was calculated, except for dwellings and agriculture, from data on 
the value of the stock of capital given in Otetchestven Front, 31 October 1948. For manufacturing and 
mining, the rate of depreciation was put at 41% per cent, and for transport at 3!/, per cent. For dwellings 
and agriculture, depreciation was calculated from pre-war values as published in the sources quoted in 
Appendix A. The adjustment to 1938 prices was effected by the official index of wholesale prices. 


Czechoslovakia : G.I. total and by sectors and by branches of industry from Pribeh Plneni Hospoddyského Plénu, 
Rok 1947 (The Fulfilment of the Economic Plan 1948) Praha, 1948, р. 301 ; idem, 11 éturtleti 1948 (second 
quarter 1948), Praha, 1948, р. 15; Нозроаат, 1948, No. 52, and 1949, No. 7. The figures for 1948 are 
partly estimated from the foregoing sources, since no final figures are yet available. 

The official estimate of G.I. in building was raised to include unplanned building which was estimated 
from the consumption of building materials. 

The estimates of net investment are based on an unpublished official estimate of 8.9 billion Kés deprecia- 
tion in 1937, which was raised for post-war years in accordance with the index for wholesale prices for 
industrial products. No allowance was made for changes in the stock of capital between pre-war and 
post-war years. Post-war depreciation in industry was derived from Statisticky Zpravodaj, October 1948, 
p. 346. The depreciation in the other sectors was estimated. The value of capital in industry was estimated 
on the same assumptions as described in relation to Belgium. 


Denmark: Total G.I. and М.Т., 1947 and 1948: Statistiske Efterretninger, 11 January 1949, р. 31, 1938 and 1946: 
Statistisk Aarbog 1948, Table 242. The depreciation figures for 1946 and 1947 have been diminished 
slightly, in order to allow for abnormal post-war excess expenditure on maintenance that should properly 
be regarded as net investment. 

Economic Secto:s: G.I.: Danmarks National Budget for Aaret 1948. Figures for individual sectors have 
been corrected according to changes in the investment in “ buildings ” and “ machinery and apparatus ” 
as shown by Efterretninger. In the case of investments in dwellings, it has been assumed that expenditure 
on maintenance bears the same ratio to new investments as total maintenance to total new investments 
for all buildings. The breakdown of total depreciation by different economic sectors has been estimated. 
Branches of Manufacturing: G.I.: Statistiske Efterretninger, 4 March 1948, р. 46. Depreciation and 
the value of capital investment by individual branches is based on private estimates. 

The price level of investment goods in 1946 as given by Statistisk Aarbog 1948, Table 242. Investment 
prices for 1947 and 1948 have been linked to this level by applying the wholesale price index of manu- 
factured goods (Statistiske Efterretninger ). 
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France : 
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G.I. beth total and by economic sectors. 1946 and 1947 based primarily on Deuxiéme Rapport semestriel 
sur la Réalisation du Plan de Modernisation et d Equipement, Résultats au 31 décembre 1947, Table 6, 
corrected according to more recent unpublished estimates. N.I.: ibidem, Table 4, corrected. Value of 


capital in industry computed from depreciation estimates, after correction for maintenance, as given 
abidem, Table 4. i 


G.I. and N.I. 1948: Commissariat général du Plan. 

The price level on investment goods in 1946 and 1947 as given in Perspectives des Ressources et des Besoins 
de ГР Heonomie francaise au cours dw premier semestre et de Раптёе 1948, р. 93, Table I A. 1948 has been 
linked by applying the general index of wholesale prices (Monthly Bulletin of Statistics, United Nations). 


Hungary : G.I. both total and by sectors based on Jelentés a hdroméves terv elsé évérél (1947. augusztus 1-1948. 


Tialy : 


julius 31). (Report on the First Year of the Three-year Plan), Budapest, 1948, pp. 161-169 and 189. 
Gazdasdgstatisztikai Tdjékoztaté (Economic Statistical Bulletin), No. 2, February 1949, pp. 58-59. 
Expenditures for agricultural education, stock-breeding, fertilizers and seed were deducted. Invest- 
ment in the farm-machinery industry, fertilizer production and food-processing factories and in rural 
electrification were transferred from agriculture to manufacturing; investment in rural roads and 
railways, drainage, irrigation and soil improvement from agriculture to public investment. Rural 
dwellings were shown together with other dwellings. Investment outside the Plan was taken into 
consideration as officially estimated by the Plan authorities (see Jelentés a hdroméves terv elsd évérdl, 
pp. 21 and 163, and Gazdasdgstatisztikai Tdjékoztaté, No. 12, October 1948, pp. 826-827). 

Depreciation and capital stock figures have been based on pre-war estimates as contained in J. Judik 
and В. Nétel, Magyarorszdgi dologi tikeképzidés, 1937-1940 (Capital Formation in Hungary, 1937-1940). 
Post-war figures have been arrived at by adjusting the pre-war estimates to take account of (a) price 
changes (which were allowed for by means of investment cost indices based on official price indices), and 
(b) additions to, and losses of, capital. The investment cost indices were calculated from official price 
indices of engineering products, building wages and building materials. The latter two were given 
equal weight in computing the cost of building. The adjustments of the capital stock figures were 
estimated for manufacturing, on the basis of changes in machine and employment capacity, and for 
transport, on the basis of changes in the stock of vehicles and other capital. In building, war damage 
was allowed for. In these latter adjustments, use was made of data published in Gazdasdgstatisztikat 
Téjékoztaté (Economic Statistical Bulletin), and Magyar Nemzeti Bank Havi Kézleményei (Monthly 
Bulletin of the National Bank of Hungary), 1947, Nos. 5-6, pp. 241, 246-47. 


According to Relazione sul III° trimestre E.R.P. т Гайда, С.Т.В.-Е.В.Р., 1949, total net investments 
in 1947 and 1948 equalled 14 per cent and 13 per cent of net national income, respectively. Data for 1946 
and the break-down by sectors in 1947 from Italy, Country Study, Economic Co-operation Administration, 
Washington, D.C., 1949, Table 4 and Appendix D. 

The conversion to 1938 prices was effected by means of the general wholesale price index ( Monthly Bulletin 
of Statistics, United Nations). 


Netherlands: otal G.I. and М.Т. 1948 from Nota betreffende de toestand van’s Rijks financién (Budget of 


Norway : 


Poland : 


the Ministry of Finance for 1949), pp. 59-61. 
1946 and 1947 and break-down by economic sectors : estimates from unpublished sources. The conversion 
into 1938 prices was effected by means of a special price index estimated from unpublished sources. 


G.I. and N.I. total and by economic sectors: 1946, 1947 and 1948: Nasjonalbudsjettet 1949 (Handels- 
departementet St., Meld. nr. 1, 1949). Some minor changes in classification for 1947 are based on ibidem 
1948. N.I. 1939: ibidem 1948, р. 5. G.I. 1939: Depreciation has been computed by taking the same 
percentag> of fixed capital stock as in 1947. G.I. by branches of manufacturing, 1947, from unpublished 
sources. Capital stock for 1945 (Nasjonalinntekten 1 Norge, 1935-1943, Statistisk Sentralbyra, р. 141) 
has been extrapolated to 1947 and 1948 allowing for №.Т., adjusted for price changes since pre-war. 


The conversion into 1938 prices was effected by means of a special price index estimated from unpublished 


sources. 


G.I. total and by sectors from Bulletin of the Polish Institute for Economic Research, 1948, No. 7, p. 1. 
Data on investment outlay during 1947 outside the Plan have been communicated by the Central Planning 
Board, Warsaw. Figures for 1948 have been taken from Gospodarka Planowa (Planned Economy), 1949, 
No. 1, р. 32, and a statement by в. J endrichowski at the constituent assembly of the State Investment 
Bank, Rzeczpospolita, 1949, No. 837. 
Expenditures on fertilize s and certain other items of expenditure of a recurrent character were deducted 
from G.I. Irrigation, drainage and other land improvements were deducted from agriculture, roads and 


bridges from transport, and both were shifted to the Government sector. 
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Investment outside the Plan, which was considerable in housing and agriculture, was estimated оп the 
basis of deliveries of building materials and of machinery to private builders and farmers, respectively. 
An adjustment was also made to eliminate changes in stocks from investment in fixed capital. 
Depreciation with regard to industry and mining was estimated on the basis of sources quoted in Appendix 
A, supplemented by unpublished materials. With regard to transportation, agriculture and dwellings, 
depreciation was estimated by applying standard rates to the capital stock measured in physical units, 
data for which were taken principally from Statistical Year-Book of Poland, 1947. Estimates on capital 
stock in manufacturing and mining were based on unpublished balance-sheet data. 

Conversion to 1938 prices was effected by means of price indices for investment goods given in Wiadomésct 
Narodowego Banku Polskiego (Polish National Bank News), 1948, No. 4, р. 36 ; and Gospodarka Planowa, 
1949, No. 1, p. 31. 


Rumania: G.I. total only, from Probleme Economice, Bucarest, Nos. 5-6, September-October 1948, р. 68. 
Depreciation and total N.I. has been estimated by comparison of production, productive capacity and 
capital values in neighbouring and similar countries. 


Sweden: Economic sectors. G.I. 1938/39 and 1946-1948 : Oversikt дует det Ekonomiska Laget 1946-1949 (Meddelan- 
den fran Konjunkturinstitutet, Serie B: 9) N.I.: ibidem, p. 26. 
By branches of manufacturing : G.I.: Kommersiella Meddelanden, March 1948. Figures presented there 
have been given full coverage according to their coefficient of representation. In addition, 7 per cent 
has been added to obtain the same total as given by Oversikt. 
Depreciation has been estimated by taking fixed percentages from the value of capital invested (machinery 
6.7 per cent ; buildings 2.5 per cent). Capital figures as shown by fire insurance data (from unpublished 
sources) for November 1946, corrected for net investment, with allowance for price changes. The price 
movement 1946-1947 for investment goods as given in Oversikt dver det ekonomiska ldget 1946-1949 
(Meddelanden fran Konjunkturinstitutet, Serie B: 9), table 10, linked with 1938 by the index of indus- 
trial wholesale prices (Kommersiella Meddelanden). 


United Kingdom : G.I. total and by economic sectors : 1947, 1948 : Economic Survey for 1949 (Cmd. 7647). 
Roads were included in “other investment”, investment by defence departments in industry in 
“industry ”. The break-down of depreciation between dwellings and other sectors was estimated. 

The conversion into 1938 prices was effected by means of a specially computed price index. The compa- 
rison between 1938 and 1947 agrees with data given in Economic Survey for 1948 (Cmd. 7344). 


Yugoslavia : G.I. total only, from Politika, 29 December 1948. Depreciation was estimated. 

The conversion to 1938 prices was effected by means of the index implied in the Five-year Plan for the 
Development of the National Economy of the Federative People’s Republic of Yugoslavia, Beograd, 1947, 
which gives the pre-war national income in January 1947 prices. The figures for 1947 in J anuary 1947 
prices were derived from a statement in Information et Commentaires yougoslaves (mimeographed), Berne, 
7 October 1948. For 1948, the price conversion was carried out by means of an index estimated by com- 
paring movements of national income in current prices with index numbers of the changes of output 
of major commodities. 


X. INTERNATIONAL TRADE (TABLES XVI, 41-59, 61-67). 


1. THE NETWORK OF EUROPE’S TRADE BY INDIVIDUAL COUNTRIES IN CURRENT PRICES 
(TABLE XVI) 


(a) Figures for 1938 have been taken from The Network of World Trade, League of Nations, Geneva, 
1942. Since the aim was to obtain figures representing trade according to country of origin and consumption, 
omitting transit trade, account has been taken, in considering the flow of trade between any two countries, of 
the data reported by both the exporting and the importing country. The figure finally shown is thought to represent, 
as accurately as possible, trade exclusive of transit trade at f.o.b. values. Where the figures are reported on a 
c.i.f. basis, estimated freight and other costs have been subtracted. For example, the figure given in the table 
for Germany’s imports from Latin America is neither that reported by Germany (minus allowances for freight) 
nor that reported by Latin-American countries, the former being undoubtedly too high, owing to the application 
of the official German exchange rates in The Network of World Trade, and the latter too low because many South- 
American commodities destined for Germany were unloaded in non-German harbours. In all such cases, therefore, 
the figures given in the tables are estimates. 


(6) Figures for 1947 and 1948 have been taken chiefly from the trade returns of European countries, 


the United States and Canada. All the data are converted into United States dollars at the official rates of 
exchange, with the following exceptions : 


офи eae 


=) 
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а a Siete: rates used for Italy were derived from a comparison between the values of Italy’s 

в and exports expressed in lire and in dollars respectively, as published in Statisti } 

’ . ь у 

con ГЕзето (Istituto Centrale di Statistica) ; and ы ia 
(ii) The exchange rates used for France are those calculated by the Direction des Relations écono- 

sah extérieures as given in Troisiéme Rapport semestriel sur la Réalisation du Plan de Modernisation 

et d’ Equipement (Commissariat général du Plan de Modernisation et d’Equipement), рр. 110 and 115. 


а ‚ем апу и ай countries and between each country and the United States 
И е : oc . =_ rom the figures reported by both the importing and the exporting 
аи nae ы ples аз the data for 1938. The figures showing the trade of France, Italy and Germany 1 
y from the reports of other countries. The dollar figure thus obtained for Italy’s total exports 
оо ера 
sterling and the dollar. 5 © cross rates used in Italy, especially between 

Owing to the inadequacy of the trade returns for many overseas countries other than the United States 

and Canada, figures for Europe’s trade with these countries have all been taken from European trade statistics, 
with the exception of the Soviet Union, whose overseas trade has been obtained from the statistics of overseas 
countries. 
In its monthly trade accounts, the United Kingdom does not give re-exports according to country of origin ; 
it has not therefore been possible to exclude re-exports from the figure of the United Kingdom’s imports from 
overseas. (However, a correction has been made in the estimates of the balance of payments of Europe, see 
Section XII below.) 

Trade between overseas areas other than the United States and Canada was obtained by subtracting 
_ the sum of all the other figures shown in the table from world trade as estimated by the Statistical Office of the 
United Nations (after correcting these world totals for part of the difference between the general and special trade 
of the United Kingdom). 

For countries which report their imports by country of purchase or country of consignment, the imports 
from overseas areas other than the United States and Canada have been increased by estimates of that part of 
their oversea imports which reached them as transit goods or re-exports from other European countries. These 
estimates have been based on the difference between the exports from European countries which have considerable 
transit trade and the corresponding imports reported by the importing countries. Similar corrections have in 
some cases been introduced on the export side—e.g., part of the exports to the United States reported by Denmark 
have been given in the tables as exports to Germany because they represent supplies either to the civilian 
population or to United States troops in Germany. 

Owing to the change in the beginning of 1948 in the nomenclature used in French trade statistics, the 
provisional reports of French trade for the early months of 1948 appear to be seriously incomplete. In particular, 
the figures for France’s exports to her overseas territories appear to be too low, and an adjustment has 
therefore been applied. 

Where trade returns for the last months of 1948 were not available,.it was assumed that the figures for 
these months would be the same as the average for the months in the second half of 1948 for which figures were 
available. Where there was an appreciable difference between the monthly averages obtained from the returns 
of exporting and importing countries, the figure taken was that calculated on the basis of the greater number 
of months. 

The tables do not take account of reparations and sales of surplus war supplies, but every other sort of 
non-commercial trade (U.N.R.R.A. shipments, military shipments for civilian supply, parcel post, etc.) is included. 
to the extent that the figures were available. 


2. INDEX NUMBERS OF THE VOLUME OF IMPORTS AND EXPORTS (TABLES 42 AND 43) 


The indices shown in the tables have been obtained from the following sources : 
Austria : Statistische Nachrichten (Osterreichisches Statistisches Zentralamt) gives quarterly figures for 
the value of imports and exports at 1937 prices, from which an index has been calculated with 1937 
as the base year. 


Belgium: Bulletin de l'Institut de Recherches économiques et sociales, Université catholique de Louvain, gives 
quarterly index numbers of the volume of imports and exports with 1936-1938 as the base period. 


The base year has been shifted to 1938. 


1 The reason for using other countries’ returns to estimate Germany’s trade is the absence of trade data for the French 


and Soviet Zones of occupation. 
2 See Etudes et Conjoncture, Union Francaise, 1948, No. 9, p. 50, note 3. 
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Bulgaria: Bulletin mensuel de la Direction générale de la Statistique gives quarterly index numbers of the 
volume of imports and exports with 1939 as the base year which have, for lack of any index suitable 
for shifting the base year, been taken over unchanged. 


Czechoslovakia : Statisticky Zpravodaj, National Statistical Office, gives quarterly figures for the value of 
imports and exports at 1937 prices, from which an index has been calculated, the base year being 


shifted to 1938. 


Denmark: Preliminary volume index numbers for 1947 and 1948 with 1938 as the base year have been 
supplied by the National Statistical Office. 


Finland: Utrikeshandel, Finlands Officiella Statistik, gives index numbers, with 1935 as the base year, of 
the average monthly volume of imports and exports for periods running from 1 January to the 
end of each month which have, after decumulation, been averaged by quarters and recalculated with 
1938 as the base year. 


France: As mentioned above, a comparison with the data from other countries indicates that the official 
French volume indices for both imports and exports in the first quarter of 1948 are considerably 
too low. While the official index numbers for the first quarter and for the full year 1948 are shown 
in Table 42, the weighted index numbers for total Europe, also shown in Table 42, have been calcu- 
lated on the basis of adjusted French figures. For the first quarter of 1948, the official index numbers 
have been raised by 45 per cent and 25 per cent for imports and exports respectively. 

New and provisional monthly index numbers of the volume of imports and exports for 1948, 
and annual index numbers for 1947, have been supplied by the Institut national de la Statistique 
et des Etudes économiques with 1938 as the base year. The index numbers for 1948 have been 
averaged by quarters ; those for 1947 have been used in conjunction with the quarterly movement 
indicated in the old volume index published in Bulletin de la Statistique générale de la France. 


Hungary: Gazdasdgstatisetikai Tdjékostaté (Economic Statistical Bulletin) gives monthly values of imports 
and exports at 1938 prices from which a quarterly index has been obtained with 1938 as the base year. 


Ireland: Irish Trade Journal and Statistical Bulletin gives monthly values of imports and exports at 1930 
prices from which a quarterly index has been obtained with 1938 as the base year. 


Italy: Provisional volume index numbers for 1947 and 1948, with 1938 as the base year, have been supplied 
by the Istituto Centrale di Statistica. 


Netherlands : Statistische en Econometrische Onderzoekingen, Centraal Bureau voor de Statistiek, March 1948, 
gives monthly index numbers of the volume of imports and exports in 1947, with 1938 as the base 
year, which have been averaged by quarters. 


Norway : Statistisk-Okonomisk oversikt over aret 1947, Statistisk Sentralbyra, gives monthly index numbers 
of the volume of imports and exports with 1938 as the base year, which have been averaged by 
quarters. 


Poland: Statistical Tables of the Polish Institute for Economic Research gives quarterly values of imports and 
exports at 1938 prices, from which an index has been calculated with 1938 as the base year. 


Sweden: Konjunkturlaget Hosten 1948, Konjunkturinstitutet, gives quarterly index numbers of the volume 
of imports and exports 1946-1948 with 1936-1938 as the base. The base year has been shifted to 1938. 


Switzerland : Bulletin mensuel de la Banque nationale suisse, gives monthly index numbers of the volume of 
imports and exports with 1938 as the base year which have been averaged by quarters. 


Turkey : Konjonktiir, Ministry of Commerce, gives monthly index numbers of the volume of imports and 
exports with 1938 as the base year which have been averaged by quarters. 


United Kingdom : Monthly Digest of Statistics, Central Statistical Office, gives quarterly index numbers of the 
volume of imports and exports, with 1938 as the base year. 


3. TRADE IN CONSTANT PRICES (TABLES 41, 43-46) 


(a) Total Trade 


For the countries listed in the preceding section, the dollar value of total imports and exports at 1938 
prices has been calculated by multiplying the #.0.Ъ. values for the year 1938 by the volume index numbers. Since, 
in the case of imports, these indices are weighted by c.i.f. import values, the accuracy of the result depends on 
the fulfilment of two conditions : (i) there must be no correlation between the 1938 c.i.f./f.0.b. price ratios of 
individual commodities and the subsequent changes in the quantities imported, and (ii) freight rates and other 
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Bat. have moved proportionally with f.o.b. values since pre-war. Neither of these conditions is completely 
Sat ed, Gate daar regards the movement of commodity prices and freight rates from 1947 to 1948; but 
as not been possible to go into a detailed study of this point. The errors arising from th h 
are, however, comparatively insignificant. . oie Pike alee 

For countries which do not publish volume indices, either officially or unofficially, the value of post-war 
trade in 1938 prices has been arrived at by deflating the current trade figures by price indices for import and export 
goods. Where such indices were aiso not available, the current value figures have been deflated by the price index 
of the country most closely resembling the country in question as regards the commodity composition of its trade 
and its sources of supply. 


я The same principle has been applied аз regards the more recent months for countries which publish volume 
indices but whose figures for 1948 are incomplete. 


(b) Overseas Exports and Intra-European Trade 


The figures for overseas exports in constant prices have been obtained by deflating the current values of 
each European country’s exports to overseas countries with export price indices either for total trade or for those 
commodities which predominate in overseas exports (finished manufactures in most cases). The figure representing 
total exports from the whole of Europe to overseas countries in current value, divided by the same total expressed 
in 1938 prices, gives the price (or unit value) index for Europe’s overseas exports (Table 41). 

The figures for exports from one European country to another were obtained by subtracting exports to 
overseas countries from each European country’s total exports, both in current values and at constant prices. 
The sum of these residuals represents the total of intra-European trade in current values and at constant prices 
respectively. The unit value index for exports to Europe, for each country and for Europe as a whole, is calculated 
from the relationship between the figures in current values and at constant prices. 

These indices have been used to deflate the exports of individual countries to each group of European 
countries shown in Table 46. Where sufficient information was available regarding differences in commodity 
composition or price discrimination between one country and another (e.g., Germany’s exports to France as 
compared with her exports to other countries), different price indices have been used in the deflation of a given 
country’s exports to different country groups, but in most cases it has only been possible to apply a single unit 
value index for the deflation of exports to all groups of European countries. 


(c) Overseas Imports 


The imports of each group of European countries from the United States and Canada, given in Table 46, 
have been deflated by the unit value index of United States exports for those commodity groups which make 
up the bulk of the exports to the country or country group in question (unit value of crude foodstuffs for exports 
to Germany, unit value of finished manufactures for exports to Eastern Europe, etc.) 

The deflated figures thus obtained for the import of each group of countries from each European country 
and from the United States and Canada were deducted from each country group’s total imports, also deflated. The 
unit value indices calculated by dividing the balance into the corresponding value of imports in current prices 
were checked against information available on price movements of the principal commodities imported from the 
“ other ” overseas areas. In view of the fair agreement found between the unit value indices and the independent 
evidence referred to, the deflated figures in Table 46, even though obtained by the rough method described, may 
be considered to give a reasonably reliable general picture of Europe’s trade in constant prices. Some of the figures 
relating to the trade between particular groups of countries may nevertheless be inaccurate, owing to price discrimi- 
nation or differences in commodity composition which it has not been possible to take into account. 


(d) Trade between Overseas Areas 


The value of trade between overseas areas other than the United States and Canada was deflated by the 
same unit value index as applied to the exports of these areas to Europe, the United States and Canada. 

The volume index for the trade of the whole world arrived at by the methods above described agrees very 
closely with the index published in Major Economie Changes in 1948, United Nations, Lake Success, January 1949. 


4. TRADE BY COMMODITIES (TABLES 47-59) 


(a) General 


All figures have been taken from the trade statistics of European countries, the United States and Canada. 
Since, however, only very few annual reports are available for 1947, and none for 1948, the data for these two 
years had to be taken from monthly bulietins which often contain only inadequate information on trade by 
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commodities and countries of origin and destination. For this reason, only the total imports and exports of each 
commodity group could be obtained for each country, permitting the computation of European totals alone. In 
order to arrive at a distinction between trade with overseas and within Europe, various procedures have been 
followed. In some cases, the break-down was derived from the import figures, in others from the export figures 
depending on which course constituted the most practicable procedure in each case. The data for intra-European 
trade thus obtained—e.g., for imports—were deducted from total European exports, and the difference was 
considered to represent overseas exports. In so far as these calculations were made in terms of money values, the 
basic figures were adjusted, where necessary, from a ¢.i.f. to a f.o.b. basis. 
This method has inevitably introduced a certain number of errors, especially into figures for the post-war 
ears : 
z (i) No trade statistics at all are available for the post-war years for a few European countries and all 
figures for the trade of such countries have been estimated, mainly on the basis of the returns published 
by the trading partners. 


(ii) Estimates also were made in instances where European countries do not report their total 
imports and exports with a sufficiently detailed commodity break-down where they report trade in selected 
items only. 


(iii) Wherever value figures were used, the conversion from national currencies into dollars is likely 
to introduce a margin of error, especially as regards France and Italy. For these countries, therefore, the 
results obtained for the larger and more homogeneous items have been checked by comparison with the 
quantity figures. 


If all these possible errors for certain commodity groups should happen to work in the same direction, the 
figures for intra-European trade computed from the import figures might, when subtracted from Europe’s total 
exports, lead to rather serious errors in the figures for overseas exports, and vice versa. In order to eliminate these 
errors as far as possible, various checks have been applied as described below. Most of the errors involved would, 
however, affect the figures for all the periods considered in the same way and the movement of the figures from 
period to period is therefore considerably more accurate than the absolute figures. 


(b) Definition of Commodity Groups 


The definition of the items shown in Tables 48, 52 and 56 follows as closely as possible the 1937 Geneva 
Minimum List. The content of each item, defined by the numbers of the Minimum List, is as follows : 


A. Food and Feeding-stuffs (Table 48) 


Items Numbers of 1937 Geneva Minimum List included 
ly Bread: grains нее Yowelnd Sol wide RO ashe 5, Nos. 26, 27; Ch. 6, Nos. 34, 35 
2. Coarse: grains s-csiysh aka eis <2 ke АО 5, Nos. 30-33 ; Ch. 6, Nos. 36-38 
32 DURAN ss Зое Бе ts aye neds wi steer tO he 9, Nos. 59-61 ; Ch. 3, No. 21 
А POCAOCH У есасн Час, che ery ба мо nem 8, No. 50 
5. Apples, citrous fruits. sasd m 2) eed лы, 7, Nos. 42, 45 
Gn bortes Я ое 47, No. 403 
7. Living animals and meat ......... Chi (total), Ch. 2 (total) 
8. Milla. = eae о eee: Ch. 3, Nos. 15, 16 
92 Butter, “notes а Fee es 3, No. 17 
LO ROR CCRC oe ota Зее aes ae СВ. 3, No. 18 
BV. gest mS uetg! omega) Freee ВЕ ВОЗ ММ Seiad 3, Nos. 19, 20 
12. Fish nsey раз Yee ear. SA) CWA. Ol eee 4 (total) 
137 Seeds for oils? 47 7s иная 54 fa ВОО 14 (total) 
14. Animal and vegetable oils and fats. . . . . Ch. 15 (total) 
15. Oil cakes. >. о о eee ©1120. 82 
О о И т. .. Ch. 10, Nos. 64-66 
Lie Peas ео ыы ae tg A ИИ Ch. 10, No. 67 
18: ТоБаевол док неон о йе Ch. 13 (total) 
и .. Ch. 11, Nos. 75, 78 
20. Alcoholic beverages (spirits)... .... . Ch. 11, No. 77 
21. Others. , о Le Ak 


All other items in Section I, + Ch. 16, №. 122 + Ch. 47, 
No. 410 


= = 
нохочеароь- 


ыыы 
© wo s31 D Ore Ww bo 


wrod wd wd Ww Ww bd b bo 
SCHMDARAPLWNE OS 


DWAIN wd = 
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B. Industrial Materials (Table 52) 


Items 


. Coal, coke . 
. Mineral oils 
. Iron ore. 

. Bauxite . 

. Pyrites 

. Other ores . 
. Pig iron and ferro-alioys. 
. Scrap . 

. Crude steel. 

. Finished steel 

. Copper 

. Lead 

О, 

И: © 

. Aluminium. 

. Cement . 

abimber> 22: 

. Woodpulp . 

. Raw wool . 

. Raw cotton 

. Jute. 

. Hemp and en 

. Wool yarn . 

. Cotton yarn . . : 
. Silk yarn and artificial hives 
. Other textile yarns . Е 
. Hides and skins 

. Rubber . 

. Sulphur . 

. Fertilizer 


aS ee) 


Ch. 
Ch. 
Ch. 
Ch. 


ex. 


Ch. 
Ch. 
Ch. 
Ch. 
Ch. 
Ch. 42 
Ch. 
Ch. 
Ch. 
Ch. 42 
Ch. 
Ch. 21 
Ch. 
Ch. 
Ch. 
Ch. 
Ch. 
Ch. 
Ch. 
Ch. 


Numbers of 1937 Geneva Minimum List included 


21, No. 154; Ch. 34, Nos. 269-272, 280 
34, Nos. 275-279 

40, Nos. 324, 325 

40, No. 326, ¢ 

Ch. 40, Nos. 324 and 325 

39, No. 318; Ch. 40, No. 326 a, b, d 
41, No. 328 

41, No. 329 

41, No. 330 

41, Nos. 331-336 

‚ Nos. 337, 338 

42, No. 342 

42, No. 344 

42, No. 346 

‚ No. 340 

35, No. 296 

, Nos. 153, 155, 156-164, 165, 166, 167, 172 
22, Nos. 175, 176 

26, Nos. 198-200, 203-205 

26, Nos. 206 b, 207, 208, 209 

26, No. 213 

26, Nos. 210-212, 214 

27, No. 219 

27, No. 220 

26, Nos. 196, 197; Ch. 27, Nos. 216-218 
27, Nos. 221, 222 


. 23, Nos. 186, 187; Ch. 25 (total) 
. 20, Nos. 147-149 

. 35, No. 289 

. 19 (total) 


CO. Manufactures (Table 56) 


Items 


. Electrical machinery sped 

. Prime movers, other than ree ete 

. Agricultural machinery and appliances 

. Textile machinery and sewing-machines . 


Other machinery, non-electrical 
Tools of iron and steel 


. Other manufactures of iron ead ие". 
. Electrical apparatus and appliances including 


office and household machinery and oa 
ances . . 


. Manufactures of non- а Ва 2 

. Instruments and watches 

. Tractors . 

. (a) Locomotives and gio ив eed (nani? 


way material. 
(b) Wagons . 


. Motor vehicles, Persone 

. Motor vehicles, commercial 

. Automobile parts . 

. Vessels and boats. 

. Aeroplanes and parts пен 


Numbers of 1937 Geneva Minimum List included 


45, No. 378 


. 44, No. 372 
. 44, No. 373 


44, No. 376 d and e 


. 44, Nos. 376 а-с, f-g, 377 


43, Nos. 360-361 


. 43, Nos. 350-359, 362-363 


. 45, Nos. 379-385 ; СВ. 44, Nos. 374-375 

. 42, Nos. 339, 341, 343, 345, 347, 349; Ch. 43, Nos. 364-371 
. 46, Nos. 418-422 ; Ch. 48, Nos. 444-445 

. 46, No. 391 


. 46, Nos. 386-387, 389-390 
. 46, No. 388 

. 46, No. 392 

. 46, No. 393 

. 46, Nos. 394-396 

. 46, Nos. 401-402 

. 46, No. 400 
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18. Other vehicles including motor and pedal 


Gy. ClOS 45.5 Ss eo te imc oe Re sa eee. 40, №08-0397-909 
19. Arms, ammunition and explosives .... . Ch. 48, Nos. 423, 428 
90. Cotton tissues, = «se «fe Gu Cl 28, №08. 235-236 
21. Tissues of wooland hair ......... Ch. 28, Nos. 232, 234 
QF Silk*tissuesss. sasce eee СЕ 2S NOS 224225 
23. Tissues of artificial fibre .. ..... . . Ch. 28, №. 229 
24. Tissues of other textile materials... .. . Ch. 28, Nos. 239-241, 243; Ch. 29, No. 248 
25. Apparel and other ready-made textiles . . . Ch. 28, Nos. 226-228, 230-231, 233, 237-238, 242, 244-245 ; 


Ch. 29., Nos. 246-247, 249-250; Ch. 30, Nos. 251-256 ; 
Ch. 33, Nos. 266-268 
26. Leather clothing and footwear of leather and 


other materials. ............ Ch. 81, Nos. 257-258 ; Ch. 32, Nos. 260-265 
27. Prepared skins and manufactures of leather . Ch. 23, Nos. 188, 189-190; Ch. 24, Nos. 191-192 
28. Rubber manufactures. ......... .. Ch. 20, Nos. 150-152 
29. Wood manufactures. ............ Ch. 21, Nos. 168-171, 173 
30. Paper and manufactures of paper, excluding 
NOWEDIIN со сек wD 22.10 177. 79-185 
31. Manufactures of porcelain, earthenware, etc.. Ch. 36, Nos. 300-302 
32. Glass and manufactures thereof ..... . Ch. 37, Nos. 304-311 
33. Colours, dyes and varnishes ....... .. Ch. 17, Nos. 126-132 
34. Pharmaceuticals’ ое oe Ch. LG Мор 
35. Soap, perfumes, comestics, etc... . . .. .. Ch. 18, Nos. 133-137 
36. Other ready-made articles. . ....... Ch. 31, No. 259; Ch. 38, Nos. 312-316; Ch. 39, No. 323; 


Ch. 48, Nos. 429-443, 446-449 


(c) Food, Feeding-stuffs and Raw Materials (Tables 48-55) 


The tables dealing with raw materials and agricultural products have been compiled by adding the quantity 
figures given in the national statistics of European countries. Where the figures were inadequate, or where none 
were available, estimated figures have been included which were obtained with the assistance of the appropriate 
technical divisions of the ECE Secretariat. The figures for solid mineral fuels, tin and rubber were taken as far as 
possible from the relevant specialized publications [ Monthly Bulletin of Coal Statistics (ECE, Coal Division, United 
Nations), Statistical Bulletin of the International Tin Study Group (The Hague), Rubber Statistical Bulletin (Secre- 
tariat of the Rubber Study Group, London).] 


The break-down of Europe’s total trade into intra-European trade and trade with overseas countries has 
been made by one of the following methods : 


(i) By means of statistics published by the United States and Canada for those commodities in which 
Europe’s overseas trade was almost entirely with these countries ; or 


(ii) By obtaining, first, the total exports to overseas from the trade statistics of European countries ; 
and then computing (a) intra-European trade as the difference between the total exports of all European 


countries and their total overseas exports ; and (8) imports from overseas as the difference between the total 
imports of Europe and intra-European trade as obtained in (a) ; or 


(iii) By the inverse method to (ii) above, that is, by computing Europe’s imports from overseas 
countries, where such figures are published by European countries and then subtracting the result from 
Europe’s total imports, thus obtaining the figure for intra-European trade and thence for overseas exports. 
Since it has not been possible, owing to lack of data, to follow both methods (ii) and (iii) for each commodity, 

the figures shown are necessarily subject to reservations. 

In order to arrive at aggregate import or export values, a single 1947 f.o.b. price for each commodity or 
commodity group was applied to the quantities exported and imported both by particular countries and by Europe 
as а whole. However, these prices are “ typical ” rather than “ average ”, since value figures, permitting calculation 
of a unit price, are not available for all European countries and certain official dollar exchange rates are definitely 
inapplicable. 


A few deviations from the general method are described in the following notes. 


Timber and Milk. — The great diversity of qualities and units of quantity included under these items in 


the trade returns of different countries has necessitated the calculation of the quantities of different types of wood 


and different varieties of milk (fresh, condensed, evaporated, powdered) separately for each country at 1947 prices, 
first in its own national currency. The totals 


were then converted into dollars at 1947 exchange rates. 
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| Meat and Tobacco. — The quantity figures for live animals and tobacco manufactures were converted into 
equivalent quantities of meat and raw tobacco, respectively, by means of suitable coefficients, and single unit 
prices for meat and raw tobacco were then applied to the calculated quantities. , 
Other Agricultural Products. — The total value of imports and exports has been calculated for each European 
country and then revalued at 1947 prices by use of appropriate national wholesale price indices ( 


some of which 
had to be estimated). The results were converted into dollars at 1947 rates of exchange. 


(d) Manufactures (Tables 57-59) 


Value figures in national currencies for Europe’s total imports and total exports of manufactures have 
been computed from the trade statistics of European countries and converted into dollars at the official rates 
of exchange.! 

It has been assumed that, for nearly all the commodity groups included in the tables, Europe’s imports 
of manufactures from overseas countries other than the United States and Canada were negligible in the years 
considered. The figure for imports from overseas is therefore the sum of the figures for exports to all European 
countries reported in the trade statistics of the United States and Canada. For those commodity groups (e.g., 
colours and dyes, prepared skins and apparel) where the imports from overseas countries other than the United 
States and Canada are known to be of some significance, the imports from these areas have been taken from the 
import statistics of all European countries for which such information is available, with an estimated allowance 
for the remaining countries. 

The method used for splitting the totals into overseas trade and intra-European trade has been the same 
as in other cases. The result of subtracting overseas imports, obtained in the manner described, from total imports, 
representing intra-European trade, was deducted from total European exports to obtain exports to overseas. 
The adjustment of c.i.f. figures to an f.o.b. basis has been made wherever necessary. 

The data for items which may be assumed to be least completely reported in national trade statistics, 
е.5., vessels and aeroplanes, have been checked by comparing the figures on imports and exports with the figures 
of the countries of origin and destination, respectively. 


(e) Major Commodity Classes (Table 47) 


The data for total trade were taken from Table 41, and those for food and feeding-stuffs (after conversion 
into 1938 prices) from Table 48. The 1947 and 1948 data for manufactures were obtained from Table 56 and 
were expressed in 1938 prices by means of separate price indices of manufactured goods for trade with overseas 
and trade within Europe. The 1947 and 1948 data for industrial materials (which include items omitted in Table 52) 
were obtained by difference. 

Since the available resources did not permit a detailed inquiry, the 1938 figures for manufactures are esti- 
mates based on rough computations of total imports and exports by broad groups given in the trade returns of 
European countries, and adjusted to exclude the more important semi-manufactures usually included in these 
groups. Overseas imports in 1938 were estimated mainly on the basis of materials prepared for Tables 26 and 27 
of last year’s SURVEY, intra-European trade and overseas exports being obtained by the method described in 
Section 3 (b) above. The 1938 trade in industrial materials was again obtained by difference. 

The calculations for the year 1938 and for industrial materials were checked as follows : (i) a computation 
by the same method was made for the year 1947 ; and (ii) the trade for each year in materials not accounted for 
in Table 52 was compared with the information available on the volume of trade in chemicals and newsprint—the 
main items concerned. The satisfactory outcome of these checks bears out the accuracy, at least as regards 
order of magnitude, of the figures in Table 47, and hence of the other more detailed estimates from which Table 47 
has been derived. 


5. MISCELLANEOUS DATA ON OVERSEAS TRADE OF EUROPEAN COUNTRIES (TABLES 77-81) 
(a) Trade with the United States (Tables 77-79) 


United States imports for consumption from European countries in current prices, distributed by economic 
classes (Table 77), were supplied directly by the United States Department of Commerce. These figures have 
been converted into 1938 prices by the use of unit value indices for each economic class applicable to United States 


. taly, see Section 1, (b) (i) above. As regards France, since no manufactured goods are subject to special 
НЫ used for each nee of the year 1948 is a weighted average of (a) the rate applying я the ces 
_ area, Switzerland and Portugal, and (В) the rate applying to other countries, the weights being proportional to trade in 
` manufactures during that month with the two groups of countries. The rates applying to exports and imports were com- 
‚ puted separately. The semi-annual averages are also weighted. 
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imports from all sources, given in the Monthly Summary of Foreign Commerce of the United States, Department 
of Commerce. 

Data on the commodity composition of Europe’s trade with the United States (Tables 78 and 79) were 
obtained, for 1938, from International Reference Service, United States Department of Commerce, Vol. VI, No. 5, 
February 1949, and Foreign Trade and Navigation of the United States, 1938, United States Department of 
Commerce. The post-war figures were taken from the first-mentioned source and from United States Imports for 
Consumption of Merchandise (Report No. FT. 120), and United States Exports of Domestic and Foreign Merchandise 
(Report No. FT. 420), United States Department of Commerce. The conversion of United States exports into 
1947 prices was effected by means of wholesale prices for each commodity as given in Survey of Current Business, 
except for tobacco, for which a weighted average of the export prices for the main subdivisions of tobacco—e.g., 
flue-cured and burley—was used. ii 


(b) Trade with the Overseas Sterling Area (Tables 80 and 81) 


All the value figures in Table 80 were obtained from the national trade statistics of each importing country 
and converted to an f.o.b. basis by the deduction of 13 per cent. Total overseas imports used for obtaining the 
percentage figures in the last row were taken from Table XVI. 

No data on imports in December 1948 being available for Italy, Sweden, the Netherlands and France, 
the 1948 figures for the first three countries were estimated by assuming the proportion of December imports to 
annual imports to be the same in 1948 as in 1947. For France, it was assumed that imports in December 1948 
were the same as the monthly average of May-November 1948. 

On account of insufficient details as to countries of origin, the imports of France from the unspecified 
Sterling Area countries in Central America and Africa had to be estimated. Similarly, the 1947 imports of Belgium 
from unspecified Sterling Area countries in Latin America, Africa, Asia and Oceania were estimated on the basis 
of 1948 figures, which are much more complete. Finally, imports from British Guiana into Switzerland, Sweden 
and Norway were assumed to be half the imports from the whole of Guiana. ‘ 

The figures in Table 81 were taken from Accounts relating to Trade and Navigation of the United Kingdom, 
December 1948. The data for 1938 and 1948 were adjusted to 1947 prices by multiplying the quantities by the 
unit values for 1947, which were derived from the quantity and value figures of trade with the Sterling Area in 
each commodity group. 


XI. IMPORT AND EXPORT PRICES AND TERMS OF TRADE (TABLES 63- 66) 


1. GENERAL 


All adjustments for changes in exchange rates have been made on the basis of data published in International 
Financial Statistics, International Monetary Fund. In the exchange rates for Bulgaria and Hungary the pre-war 
premium was taken into consideration. For Italy the average of the official rate and the free rate was used, except 
for 1946 where the official rate has been used throughout the year due to difficulties in estimating an average rate. 


2. TERMS OF TRADE OF EUROPEAN COUNTRIES (TABLES 63 AND 64) 


The import and export unit value indices have been obtained as ratios of indices of the value of imports 
and exports measured in current and in constant prices. Since the majority of the volume indices available are 
computed with fixed base-year weights and are thus of the Laspeyres type (Ур, 9;/2 Po 4%), the result of dividing a 
value index (2'p, q,/ po 40) by a volume index is in most cases a unit value index of the Paasche type (Ур, q;/2 Po 4: 
5 ро 4,/ 5 Po do=~ Pi G/2Z ро 41). Hence the index numbers for successive periods shown in Tables 63 and 64 reflect 
the combined outcome of changes in prices and in the commodity composition of trade and thus are not, strictly 
speaking, genuine and comparable measures of price movements. The “ terms of trade ” computed for successive 
periods as ratios of such unit value indices are therefore not the result of shifts in price levels alone. 

In general, the current value indices were computed from data shown in Monthly Bulletin of Statistics, 
United Nations, and the index numbers of volume (or value at constant prices) are those given in Table 42. 

For Sweden, the value index was obtained from Kommersiella Meddelanden and covers only groups I-XV 
of the official trade statistics, so as to be more comparable with the index of volume. The unit price indices for the 
United Kingdom (Table 63) were taken directly from the Board of Trade Journal. For France, no dollar unit value 
index was computed, owing to the uncertainties attaching to the official exchange rates in 1948, but the terms of 
trade were calculated from unit value indices expressed in French francs. 

Table 64 was derived from Tables XVI and 46, which give trade figures in current and in 1938 dollars 


respectively at f.o.b. prices. The data for the United Kingdom have been obtained by the method described above 
in Section X, 3. 


— 267 — 


3. HYPOTHETICAL TERMS OF TRADE ACCORDING TO UNITED Srates Prick MovEMENTS 
(TABLES 65 AND 66) 


For the purpose of calculations shown in Table 65, wholesale price indices for the United States (1938= 
100)—either directly given or computed from absolute prices in Survey of Current Business, or obtained from import 
and export unit values derived from United States trade statistics—relating to 21 foods and feeding-stuffs 
27 industrial materials, and 12 groups of finished manufactures, have been combined into three weighted Saree 


‚ one for each class of commodities mentioned. The weights used for food and feeding-stuffs and for raw materials 


are the 1947 and 1948 values of Europe’s overseas imports and exports, taken from Tables 48 and 52, respectively, 
and eto from 1947 into 1938 f.o.b. prices. The weights for manufactures are the 1947 and 1948 values of 
Europe’s imports expressed in current f.o.b. prices, taken directly from Table 56. 
The effect of this procedure, as regards the first two commodity classes, may be shown as follows. Writing 
Po and р, for the “ typical ” European prices, and P, and P, for the United States wholesale prices in periods 0 
(1938) and 1 (1947 or 1948), respectively, the weighted averages of United States prices are of the form: 
= Ро 41 
Sa nie ae 
2 Ро Ч: 
To the extent that P, = A x ро holds for each item, with A constant, 1.е., that the relative prices are the same 
in the “ typical” European and the United States price systems in 1938, this expression becomes : 


УР! 4: 
7 Ро 9: 


which in turn is a price index number of the same (i.e., Paasche) type as the “ unit value ” indices described at 
the beginning of the preceding sub-section. A careful check has shown that the two systems of relative prices 
are similar enough to warrant the conclusion that the hypothetical terms of trade computed on United States 
prices are essentially comparable in nature with those computed on the European unit value indices. The differences 
between the hypothetical and the “ actual ” terms of trade are therefore not due to differences in the mathematical 
character of the measurements and to that extent significant. 

The method used in the calculations shown in Table 66 has been the same as for Table 65. Total (i.e., not 
only overseas) retained imports and total exports of domestic produce in 1947 and 1948, valued at 1938 prices, 
were directly taken from the Board of Trade Journal and used as weights to combine United States wholesale 
prices into index numbers for three commodity classes (food, drink and tobacco : 9 items ; raw materials : 14 items ; 
articles wholly or mainly manufactured : 14 items). The theoretical considerations made with regard to Table 65 
also apply to Table 66, and in this case relate also to manufactures. 


XII. EUROPE’S BALANCE OF PAYMENTS (TABLES 71, 73 AND 74) 


1. BALANCE OF PAYMENTS, 1938 


(a) Trade Account 


The figures are the same as those given in Table XVI. Imports from overseas countries other than the 
United States differ from the estimate given in Table 29 of last year’s SURVEY, which was based on the export 
statistics of overseas countries, whereas the present estimate has been derived by the method described above in 


Section X, 1, а. 
(b) Income from Investment and Other Service Transactions 


Net income from investment was computed directly from the data for 1938 (or the nearest preceding year) 
in the “ Synoptical Table ” given in Balances of Payments, 1938, League of Nations, 1939, pp. 12 et 8е4., supple- 
mented by rough estimates for countries for which no figures are given. Net receipts from other services were 
calculated by difference, on the assumption that Europe’s balance on current account in 1938 was approximately 
in equilibrium. Judging from the available data on national balances of payments, there may in fact have been 
a small deficit in that year. However, in view of the incompleteness and inaccuracy of the data, the figure does not 


appear to be significant. 
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2. BALANCE OF PAYMENTS, 1947 AND 1948 


(a) Trade Account 


The figures are based on the trade data in Table XVI adjusted as follows : (i) imports from the United 
States have been increased to take account of surplus property sales and various unrecorded exports for which 
a distribution by countries is not available ; (ii) imports from other overseas countries have been reduced, chiefly 
in order to eliminate the estimated duplication between the United Kingdom’s (general) import statistics and the 
import statistics of Continental European countries in the case of goods first imported into the United Kingdom 
from overseas countries and subsequently re-exported to other European countries. 


(b) Income from Investments and Other Service Transactions 


Estimates have been prepared by the International Monetary Fund, the figures for 1947 being based largely 
on the balances of payments published by individual European countries, supplemented in some instances by special 
information. The figures.for 1948‘are provisional estimates based on less complete sources. 

The new estimates differ in composition from those published in Table 29 of last year’s SURVEY in that 
(a) the transportation item is shown separately and (5) the data for “ other invisibles ” include receipts of Euro- 
pean countries from war settlements and sales of surplus property. These changes, together with an upward 
revision of $200 million in the estimate of Europe’s net income from investments, account for most of the difference 
between the figures on invisibles presented last year for 1947 and the revised figures given here. Personal remit- 
tances, like other unilateral transfers, have been excluded from both sets. of estimates. 


(c) Distribution between О.Е.Е.С Countries and Other European Countries. 


The distribution of the trade figures shown in Table 73 is derived from Table XVI, adjusted as indicated 
above. Service transactions with the United States have been distributed on the basis of estimates by the United 
States Department of Commerce, published in the Survey of Current Business and, in the case of other overseas 
countries, estimates were made on the assumption that net payments between such countries and European coun- 
tries which are not members of the O.E.E.C. were negligible. Net payments on service transactions between 
О.Е.Е.С. countries and other European countries were estimated on the basis of partial information concerning 
the nature and order of magnitude of such transactions. 


3. GRANTS, CAPITAL TRANSFERS AND GOLD TRANSACTIONS 


The figures in Table 74 have been compiled from a variety of published sources, supplemented by informa- 
tion obtained directly from the United States Department of Commerce, the Dominion Bureau of Statistics (Canada) 
and the International Monetary Fund. The principal published sources employed are : Survey of Current Business, 
United States Department of Commerce (various issues) ; United Kingdom Balance of Payments, 1946 to 1948 
(No. 2), Сша. 7648, March 1949 ; Balance des Paiements de ’ Année 1947 entre la Zone franc et les Pays étrangers, 
Ministére des Finances ; The Canadian Balance of International Payments (Preliminary Statement, 1947), Dominion 
Bureau of Statistics ; and the Annual Reports of the International Monetary Fund and the International Bank for 
Reconstruction and Development. 


XIII. ECONOMIC PLANS AND THEIR FULFILMENT (TABLES 92-119) 


1. GENERAL 


The various tables deal with the rate of plan fulfilment in the recent past and the national economic plans 
for the next few years, which generally extend into the early 1950’. 


(a) Plan Fulfilment in 1948 


Programme fulfilment for 1948 has been examined, wherever possible, in the fields of production, foreign 
trade and investment. It should, however, be pointed out that the results of comparing actual with planned 
performance are of limited international comparability, in view of different practices adopted in the various 
countries with regard to planning technique and plan enforcement. In certain countries, considerable latitude 
is left to the planning authorities with regard to the timing and the establishment of detailed operational pro- 
grammes, so that the percentages of plan fulfilment in some cases refer to operational plans—which may themselves 
have been revised during the period to which the figures relate—and not to the original plans. For this reason, 
a comparison has been made, wherever possible, with output in 1938 and in the previous year. 
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In the case of the gross value of engineering output in the Eastern European countries, planned and actual 
figures in terms of national currency have been converted into dollars of 1948 purchasing power on the basis of 


national price indices and purchasing power parity rates of exchange shown in Table B, Appendix A. The estimates 
of the various countries have been adjusted to a comparable definition. 


While for certain countries official data on percentages of plan fulfilment for production are directly avail- 
able, for others fulfilment rates had to be computed from separate data relating to planned and to actual production. 


This method was also used in the case of all the estimates of plan fulfilment in foreign trade, and in most cases as 
regards investment also. 


{ In the case of the investment plans of the Eastern European countries, official figures relating to actual 
investment in current prices were deflated by means of official price indices to the same prices in which the plan 
figures were originally expressed. This procedure involved in most cases lower percentages of plan fulfilment 
than those given in official publications which generally do not make adjustments for price changes. The division 
of investment between various sectors was rearranged to secure a uniform classification in the manner described 
in the notes to Tables 33-40. A distinction was also made between investments which were carried out within 
the framework of the original investment plan and “ outside investments ”, which were not contained in the original 
investment plan. The plan fulfilment percentages in Table 96 relate, therefore, both to the total realized invest- 
ment (comprising both investments within the framework of the investment plan and “ outside investments”) 
and investments carried out within the framework of the plan, both expressed as percentages of the investment 
target for the year (which refer to investments within the framework of the plan only). 


(b) Long-term Plans 


In the case of the long-term plans of the Eastern European countries, the figures for investment were 
converted into 1948 dollars by methods similar to those described in the notes to Tables 33-40. To ensure com- 
parability, investment in particular sectors of the economy were adjusted in certain cases to secure a uniform 
classification. The gross output of engineering industries was expressed in 1938 dollars by the same method 
as described above. Data on the use of fertilizers and on livestock numbers in 1950/51 are estimates of the Food 
and Agriculture Organization of the United Nations. 


2. SOURCES AND NOTES 


(a) Plan Fulfilment in 1948 (Tables 92 - 96) 
The data shown in Table 92 were taken from the following sources : 


Denmark: Planned and actual investment : Danmarks Nationalbudget 1948, р. 46 ; and 1949, р. 62, respec- 
tively. 

France: Planned investment : Perspectives des Ressources et des Besoins de V Economie frangaise, Commis- 
sariat du Plan, etc., December 1947, р. 144. Actual investment : Commissariat du Plan (estimate). 


Norway: Planned and actual investment : Nasjonalbudsjettet 1948, pp. 55, 56 ; and 1949, pp. 6, 51, 53, 114 
respectively. 


Sweden: Planned and actual investment : Oversikt бъет det ekonomiska её 1946-1949, Meddelanden fran 
Konjunkturinstitutet, Serie В : 9, Stockholm 1949, р. 10. 


United Kingdom: Planned and actual investment : Economic Survey for 1949, Cmd. 7647, p. 4 (footnote). 
Tables 93-94 relating to the production plans of Eastern European countries are derived from the following 


Sources : 


Bulgaria: The Two-year Economic Plan, Sofia, 1947. 
Planovo Stopanstvo (Planned Economy), No. 2, 1948. 
Bulletin mensuel de la Direction générale de la Statistique, Sofia 1947 and 1948. 
La Bulgarie Nouvelle, bi-monthly semi-official publication, Sofia, 1948 and 1949. 
League of Nations Statistical Year-book, 1939. 
Annuaire statistique du Royawme de Bulgarie, 1942, Sofia. 


Czechoslovakia: Pribéh Plnént Hospoddtského Pldnu, Rok 1947 (The Fulfilment of the Economic Plan, 1947), 


Praha, 1948. 
Priibth Plnént Hospoddrského Planu, II éturtlett 1948 (The Fulfilment of the Economic Plan, second 
quarter 1948), Ministry of Information, Praha, 1948. 

National. Bank of Czechoslovakia, Bulletin, No. 12, 1948. 

Industrial Reports of the State Statistical Office, Prague, 1947 and 1948. 
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Hungary: Jelentés а hdéroméves terv elsé évérél (Report on the First Year of the Three-year Plan), 1947/VIII- 


Poland : 


1948/VII, Budapest, 1948. | 
Magyarorszég héroméves terve (Hungary’s Three-year Plan) Kiadja az Orsz4gos Tervhivatal (edited 


by the Central Planning Office), Budapest, 1947. 

Vajda, “ Az Othonapos terv ” (The Five-month Plan), A Magyar-Szovjet Kereskedelmi Kamara II. 
Evkényve (Second Year-book of the Hungarian-Soviet Chamber of Commerce), Budapest, 1949. 
Gazdasdgstatiszetikai Tdjékoztaté (Economic Statistical Bulletin). 

A Magyar Nemzeti Bank Havi Kozleményei (Monthly Bulletin of the National Bank of Hungary). 


Statement of the Chairman of the Central Planning Board, Trybuna Ludu, 16 January 1948. 
S. Jedrychowski, Statement before the Constituent meeting of the State Investment Bank, Rzeczpos- 
polita, No. 337, 1949. 
Gospodarka Planowa (Planned Economy) No. 1, Warszawa, 1949. 
Statistical News of the Central Statistical Office, 1947 and 1948. 
Bulletin of the Polish Institute for Economic Research, 1947 and 1948. 
Wiadomosci Narodowego Bankw Polskiego (Polish National Bank News), No. 4, 1947 and 1948. 
Plan odbudowy gospodarczej, Liczby Podstawowe (Plan of Economic Reconstruction, Basic figures), 
Warszawa, 1947. 
Maly Rocznik Statystyczeny (Statistical Year-book), Warszawa, 1939. 
Other miscellaneous national publications. 


Rumania: Monitorul Oficial (The Official Gazette), 1947-1948. 


Probleme Economice, Bucarest, 1948. 

Evolutia Economiet Romanesti (Evolution of Rumanian Economy), Bucarest, 1 April 1948. 

Bursa, weekly economic review, Bucarest 1947. 

Georghiu-Dej, Statement before the National Assembly, Informations Rowmaines (Paris), No. 181, 
28 December 1948. 

Petrolewm Press Service (London), March 1949. 


Yugoslavia: The Five-year Plan of the Federative People’s Republic of Yugoslavia, Belgrade, 1947. 


Official speeches and statements delivered by state officials. 

Bulletin de la Section de Presse de la Légation de la République fédérative populaire de Yougoslavie 
a Berne, 1948 and 1949. 

Borba, daily paper, organ of the Communist Party of Yugoslavia, Belgrade. 

League of Nations, Statistical Year-book, 1939. 


Table 95, showing planned and actual foreign trade in Poland, Hungary and Bulgaria, was derived from the 
following sources : : 


Poland : 


Plan: Plan Odbudowy Gospodarczej, Liczby Podstawowe, р. 145. 
Fulfilment : Obroty Handlowe Polski, Min. Przemyslu i Handlu, p. 2. 
The data on actual trade differ from those shown in Table XVI because (a) the figures in Table 95 
exclude non-commercial trade, and (5) figures in Table XVI are on an f.o.b. basis and have been 
adjusted in the light of the figures for trade with Poland published by other countries. 


Hungary: Plan: Magyarorszdg hdéroméves terve, pp. 35-37. 


Fulfilment : Jelentés a hdroméves terv elsé évérél, р. 111. Gazdasdgstatisztikai Tdjékoztaté, No. 1, 
January 1949, p. 52. 


Bulgaria: Plan: 1948: La Bulgarie Nouvelle (Sofia), 17 January 1948, р. 2, and 26 February 1948, p. 4. 


Fulfilment : Bulletin menswel de la Direction générale de la Statistique (Sofia), No. 6, June 1948, 
р. 112. Planovo Stopanstvo, No. 2, February 1948, р. 64. 

For 1948 the actual trade figures have been estimated since trade returns for Bulgaria are available 
for the first five months of the year only. The estimate was built up from the returns for trade with 
Bulgaria published by other countries (after adjustment from a #.0.Ъ. to a c.if. basis in the case of 
imports, and vice versa in the case of exports), and a projection based on the trade returns of the 
first five months in the case of trade with countries which do not publish trade statistics. 


Table 96 shows the ratios of actual to planned investment in Eastern European countries. The sources and 
methods of calculation used to measure actual investment are indicated in Section IX (in connection with Tables 
33-40). The figures on planned investment were derived from the sources listed below. 


The conversion of actual investment into the prices in which the investment plan are expressed was carried 
out by the same index numbers which were used to translate actual investment into 1938 prices (see Section IX). 


Tn the absence of more detailed data, the same price conversion factor was applied to all sections 
to planned prices led to reductions in the data for actual investment as follows : 
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. The adjustment 


Percentage 


Country Year Reduction Country Year НЫ 
Bulgaria \ 1947 6 Hungary. ....°. . 1947/48 22 

| 1948 17 Poland’ . И. 1047 18 
Czechoslovakia .... 1948 5 Yugoslavial pe L947 16 
Sources. 


Bulgaria : The Two-year Economic Plan, op. cit. 


Planovo Stopanstvo (Planned Economy), No. 2, February 1948, pp. 74-75. 


Czechoslovakia : The Czechoslovak Economic Two-year Plan Act, Prague, 1947, рр. 18-19; official 


amendments : Sbtrka zékont a па ге (Official Gazette), No. 131, 1 July 1947, and idem., No. 231, 
9 December 1947 ; for amended plan see: Statisticky Zpravodcj (Statistical Report), June 1948, р. 230. 
From published percentages of plan fulfilment it may be inferred that three-sevenths of the total 
two-year investment plan target was to be accomplished in 1947, and four-sevenths in 1948. 


Hungary: Magyarorszég hdroméves terve, op. cit., pp. 61-69. 


Poland : 


Gazdasdgstatisztikai Tdjékoztaté 1949, No. 1, рр. 58-59. 


For 1947 : Dziennik Ustaw (Official Gazette), No. 58, 5 August 1947, pp. 937-976; Plan odbudowy 
gospodarczej Liczby Podstawowe (Plan of Economic Reconstruction, Basic Figures), Warszawa, 1947, 
р. 92; Dziennik Ustaw (Official Gazette), No. 22, 26 April 1948, р. 391. For amendments see : 
$. Jendrichowski, Statement before the Constituent Meeting of the State Investment Bank, Rzeczpos- 
polita, No. 337, 1949. 


Rumania: Soviet Monitor, No. 9638, 31 May 1948. 
Yugoslavia: The Law on the Five-year Plan for the Development of the National Economy of the Federative 


People’s Republic of Yugoslavia in the period from 1947 to 1951, Beograd, 1947, p. 80. 

The investment target for the first plan year (1947) was derived from fulfilment in current prices and 
plan fulfilment percentage, as given in Politika, 29 December 1948, and Borba, 26 November 1948, 
respectively. 


(b) Long-term Plans (Tables 99 - 119) 


The data on the plans and programmes for future years contained in Tables 99-112 were all derived from 
reports published by the Organization for European Economic Co-operation and the long-term programmes 
submitted to the О.Е.Е.С. which have been published by its member countries. The main documents published 
by the O.E.E.C. which have been used are the Interim Report on the European Recovery Programme, Paris, 
30 December 1948, and the Report to the Economic Co-operation Administration on the First Annual Programme, 
Paris, October 1948. 

In certain tables the pre-war data which have been linked to the programmes were derived from published 
national statistics. The methods of computation used are, where necessary, described in the footnotes to tables. 


The sources used for Tables 113-119 are as follows : 


Bulgaria : La Bulgarie Nouvelle, Sofia, 1948 and 1949. 


“Zakon za petigodishnia derzharen narodostopouraki plan na Narodnata, republika Bulgaria 
(1949-1953). Law on the Five-year State National Economic Plan of the Bulgarian People’s Republic, 
1949-1953. Derzhaven Vestnik (Official Gazette), Sofia, 18 January 1949. 

The Two-year Economic Plan, Sofia, 1947. 

Planovo Stopanstvo (Planned Economy), Sofia, 1948. 


Czechoslovakia : Law of the First Five-year Economic Plan for the Development of the Czechoslovak Repwblic, 


Praha, 1948. 

The Czechoslovak Economic Two-year Plan Act, Prague, 1947. 

Pritbeh Plnéni Hospodarského Plénu, Ctortlett IT, 1948. (The Fulfilment of the Economic Plan, second 
quarter, 1948), Praha, 1948. 

International Labour Review, No. 1, 1949. 


Hungary : A Magyar Dolgozok Partjanak hatdrozata az dtéves tervrél (Resolution of the Party of Hungarian 


Workers on the Five-year Plan). Szabad Nép (Budapest), 3 April 1949. 
Magyarorszdg hdéroméves terve (The Three-year Plan of Hungary), Budapest, 1947. 
Jelentés a hdroméves terv elsé évérél (Report on the First Year of the Three-year Plan), 1 August 


1947, 31 July 1948, Budapest, 1948. 


еб 


Poland: Plan Odbudowy Gospodarczej, Liczby Podstawowe (Plan of Economic Reconstruction, Basic figures), 
Warszawa, 1947. 
H. Мшс, Statement before the Polish Parliament on 21 December 1948. 
Gospodarka Planowa (Planned Economy), Warszawa. 
Trybuna LIudu, Warszawa. 
Rzeczpospolita, Warszawa. 


Rumania : Gheorghiu-Dej, Statement before the National Assembly, Informations Rowmaines, Paris, No. 181, 
28 December 1948. 
Probleme Economice, Bucarest, 1948. 


Yugoslavia : The Law on the Five-year Plan for the Development of the National Economy of the Federative 
People’s Republic of Yugoslavia, Belgrade, 1947. 
Bulletin de la Section de Presse de la Légation de la République fédérative populaire de Yougoslavie 
a Berne, 1948 and 1949. 


XIV. STATISTICAL INFORMATION ON THE UNION OF SOVIET SOCIALIST REPUBLICS 
(TABLES 1, 7, 8, 12, II, IV, У anp XII) 


1. GENERAL 


The statistical information for the Union of Soviet Socialist Republics, except for trade, has been derived 
from official and other Soviet sources which are in most cases indicated in the notes given at the foot of the various 
tables. Trade data have, in all cases, been taken from the statistics published by the trading partners. 

The following notes relate to the information on production which is given in a number of tables and 
summarized in Table 12. 


2. INDEX-NUMBERS OF GROSS INDUSTRIAL PRODUCTION (1940 = 100) (TABLES 1 AND 12) 


The figure for 1948 has been taken directly from the annual statement of the Central Statistical Adminis- 
tration, and figures for previous years have been computed from the data given in the same statement and in the 
corresponding statement relating to 1947. 

The quarterly data given in Chapter 1 have been computed from quarterly statements of the same Adminis- 
tration and of the Gosplan of the Soviet Union by means of assumptions as to the growth of production in con- 
secutive quarters. 


3. OUTPUT OF INDIVIDUAL COMMODITIES (TABLES 7, 8, II, IV, У AND XII) 


Official indices for output of individual commodities are available on the basis 1945 = 100 in statements 
by the State Planning Commission and the Central Statistical Administration. In order to arrive at the index 
numbers (1940 = 100) shown in Table 12 and the absolute figures in Tables 7, 8, II, IV, V and XII, it has been 
necessary to compute a link, sometimes indirectly, between 1945 and 1940. These calculations have been carried 
out in terms of absolute figures which, while accurately reflecting the orders of magnitude, in some cases are 
subject to a certain margin of error. The sources and methods used in the calculations for each item are as follows : 


Coal and Brown Coal 


Output in the Eastern regions for the year 1945 has been taken from Izvestia, 21 April 1946, and was used 
as a basis for estimating 1945 output in the Soviet Union as a whole, by means of the regional break-down given 
in Kalendar-Spravochnik, 1948, p. 252. The results of the estimates agree with those shown in Pravda, 19 August 
1948. 


a Output in 1945 from Baku Worker, 29 May 1946. 
Electric Power 
Output in 1940 from Kalendar-Spravochnik, 1948, p. 94. Output in 1946 was derived from Electritcheskie 
Stantsii, 12, 1946. 
Pig-iron, Crude Steel and Rolled Steel 


The 1945 figures for pig-iron and crude steel were derived from Ferrous Metallurgy in the New Five-year 
Plan, by Bardin and Bunny, Moscow, 1947 (in Russian), p. 15. The figures for rolled steel have been estimated 
by the Steel Division, Economic Commission for Europe. 
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Motor Vehicles 


Output in 1940 taken from Promyshlennost S.S.S.R. v Novoi Stalinskoi Pyatiletke, by E. Lokshin, 1946, 
p. 40. Output in 1947 from Avtomobilnaya Promyshlennost, No. 3, 1947. 


Cotton Fabrics 


Output in 1940 taken from the Law on the Post-war Five-year Plan. Output in 1946 derived from Tekstil- 
naya Promyshlennost, No. 3, 1948, p. 38. 


Felled Timber 
Figures taken from Pravda, 5 January 1949. 
Cement 


Output in 1940 from Promyshlennost S.S.8.R. о Novoi Stalinskoi Pyatiletke, by E. Lokshin, 1946, p. 62. 
Output in 1947 from Moskovski Bolshevik, 27 April 1947, and Tsement, No. 2, 1947. 


Building Materials 
Figures taken from Izvestia, 1 January 1949. 
Artificial Fertilizers 


Output in 1940 from Khimicheskaya Promyshlennost, No. 4, 1947. Output in 1946 computed from Pravda, 
3 April 1947. 


Leather Shoes 


Output in 1940 from Lyogkaya Promyshlennost, No. 3-4, 1946. Output in 1945 derived from Izvestia, 
26 March 1946. 


Machinery and Instruments 
Figures taken from Izvestia, 20 January 1949. 
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Table I 


PRODUCTION AND CONSUMPTION OF MINERAL OIL 


Millions of tons 


coat PRODUCTION OF CRUDE PETROLEUM CONSUMPTION OF MINERAL OIL а 
1938 1947 | 1948 5 1988 1947 1948 6 
Austria 0.06 0.35 с 0.32 0.43 de 
а ba. : 6 р Е 0.41 е | 

Belgium-Luxemburg — — — 0.92 1.42 т a 
Czechoslovakia . 0.02 0.03 с 0.03 0.41 0.36 0.40 
Denmark = = == 0.96 1.29 Те 
France 0.07 0.05 0.05 8.44 6.85 7.61 
Germany/ . с р при 0.55 ie ME 5.92 avi 

of which Western zones. . .. 0.55 0.58 0.63 a6 1.61 >. 1:23 
Hungary 0.04 0.57 0.48 0.28 0.49 ye 
Italy a 0.01 0.01 0.01 2.61 Boe} 2.65 
Netherlands . — 0.21 0.49 1.64 2.52 2.02 
Norway . — — —- 0.66 1.10 1.37 
Poland в 0.51 0.13 0.13 0.51 0.37 -х 
Portugal — — a 0.22 0.63 0.66 
Rumania 6.61 3.82 4.50 1.66 1.32¢ 5 
Spain . — — — 0.60 1.05 0.97 
Sweden ие -—- — — 1.45 3.43 3.03 
United Кшедотй ..... 0.13 0.12 0.13 9.87 в 14.57 е 19.37 
Other European countries¢ . 0.20 0.18 0.20 1.53 1.30 2.15 
Total Europe 

(excluding U.S.S.R.) с 8.20 6.05 6.95 38.10 44.00 49.80 
И АС даче < 164.08 250.79 276.98 129.12 238.45 264.04 


и а__кщцЙ 6&6&,Д,&й5&,‚&БёВ58,Б‚Б5Б5Б5Б Ц8&ё‚ёй5&›ё5ё& * 8 Щ 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations ; Statistical Year-Book 
of the League of Nations, 1942/44 and national trade statis- 
tics. 


Мотез. — The data refer to the main products of the 
distillation of crude oil, among the most important of which 
are motor spirit, fuel and gas oils, diesel oil and lubricating 
oils. Greases, coal tar and other bituminous products have 
been excluded. For details, see Appendix В. 


a Apparent consumption, in terms of crude oil—i.e. 
production of crude oil plus net imports of crude oil and 
products, with no allowance for changes in stocks. 


‚ $ Provisional. Trade returns do not permit an accurate 

picture of consumption in Hungary, Poland, and Rumania. 

с Estimate. For details, see Appendix В. 

а 1987. 

е Releases for consumption. 

+ The figures for 1938 refer to pre-war boundaries of 
Germany. 

8 The figures for 1938 refer to the pre-war boundaries of 
Poland. Production in the post-war area is estimated to have 
been 0.11 million tons. For details, see Appendix B. 


h Mainly shale oil. 
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Table II 


PRODUCTION OF ELECTRIC POWER 


Thousand millions of kilowatt hours 


Country 1937 1938 1946 1947 1948 а 
Austria . 2.9 3.0 3.9 4.2 4.8 
Belgium 5.5 5.3 6.2 7.2 7.9 
Czechoslovakia 4.1 4.1 5.6 бт Я 
Denmark . ial ie tees 1.0 1.8 
Finland . 2.8 one 2.9 2.8 2.8 
France? . 18.2 18.8 Dane 25.5 28.0с 
Germany 4 a (= 49.0 55.3 28.3 32.4 37.1 
of which Western zones 28.2 31.8 15.9е 18.1е 21.4е 
Soviet Zone 14.7 16.6 11.4 1353 14-7 
Поуке 15.2 15.4 16.4 19.3 225 
Netherlands . Boe! 3.5 ooo 4.5 4.9 
Norway 9.3 9.9 11.6 1123 12.4 
Poland /. 3.6 4.0 5.7 6.6 ifs 
Spain 2.5 2.1 5.5 5.6 5.3 
Sweden . 8.0 8.2 14.1 13.5 14.2 
В ЕО а 6 6 o 5 ое 6.8 о 10.1 9.8 10.3 
United Kingdomg..... 22.9 24.4 Я 42.6 46.5 
Other European countries? . 4.3 4.6 5.8 6.0 6.8 
Total Europe (excluding U.S.S.R.) № 160 170 186 200 220 
USS Sau can ет Seve о aod 36 48 47 54 63 
USS A cents tees ceo ape. ewes 166 161 302 324 356 


—_—_ дня 


Sources. — With the exception of Austria, Denmark, Italy, 
Netherlands and Sweden, the figures have been taken from 
national statistics. Sources are given in detail in Appendix B. 


Note. — The data relate to total production of electric 
power unless otherwise stated. 


а Provisional. 


6 Grid production only. The production of the Saar has 
been included for post-war years, amounting to 0.4 thousand 
million kilowatt hours in both 1946 and 1947 and 0.5 thousand 
million kilowatt hours in 1948. 

¢ Public utilities only. 


4 Total production for 1937 and 1938 (public utilities only) 
relates to the pre-war boundaries of Germany. Total produc- 
tion for all years includes the production of Berlin. The figures 


for the post-war years, which exciude production of the Saar 
and the ceded territories, have been estimated, as have 
those of the individual zones in certain years. For details, 
see Appendix B. 

е The production of the U.K./U.S. Zone includes grid pro- 
duction only ; that of the French Zone includes public utilities 
only. 

? The figures for 1937 and 1938 show production within 
the pre-war boundaries of Poland. Production in the post- 
war area was estimated to have been 7 and 7.9 thousand 
millions of kilowatt hours for 1937 and 1938, respectively. For 
details, see Appendix B. 


в Authorized undertakings only; excluding Northern 
Ireland. о 


h Estimate. For details, see Appendix В. 


, 4 ie ПИТТ ee УРОН 
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Table Ш 


PRODUCTION OF IRON ORE 


Millions of tons 


ЕЕ ee eee 


Country 1937 1938 1946 1947 1948 а 
| e 
Е: И: МЕ. 0.7 0.9 0.2 0.3 0.4 
Preenonlovakia 200.0%". 2 а 0.6 0.5 0.3 0.4 0.4 
о. со. 12.5 10.9 5.4 6.2 7.5 
Germany © , 8 3.3 По 1.3 2.0 
of which Western zones 2.7 3.2 О 1.2 1.9 
Soviet Zone 0.1 0.1 0.1 0.1 0.1 
Italy с 0.5 0.5 0.1 0.1 0.2 
Luxemburg . 2.3 1.5 0.7 0.6 1.0 
Poland а АЕ г 0.3 0.3 0.2 0.2 0.2 
осо. 0.6 ТТ Пай 1.0 0.7 
Sweden . eg 9.1 8.4 4.3 5.6 8.0 
United Kingdom a 4.30 3.6 3.7 3.3 4.0 
Other European countries ¢ . 1.5 1.3 0.7 0.8 1.0 
Total Europe (excluding U.S.S.R.) ¢ 35 32 18 20 25 
U.S.A. f 36.6 14.4 36.0 47.4 50.0 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations; Statistical Yearbook 
for 1946, Part II, British Iron and Steel Federation; and 
Mineral Industry Statistical Summary, 1936-1938, Imperial’ 
Institute. 


Nores. — The data refer to the metal content of crude 
iron ores produced,, including manganiferous iron ores but 
excluding pyrites. For percentages of metal content, see 
Appendix B. 

а Provisional. 

bThe figures for 1937 and 1938 show production within 
the pre-war boundaries of Germany. Production in the indi- 
vidual zones has been estimated for most years. For details, 


see Appendix B. Post-war figures for the British Zone up 
to July 1947 relate to mines employing 25 or more persons. 
From August 1947, production of all mines employing 10 or 
more persons have been included. 


с Excluding manganiferous iron ore, 

а Including iron pyrites, which amounted to less than 
7 per cent of total iron ore production in 1946. The figures for 
1937 and 1938 show production within the pre-war boundaries 
of Poland and are equivalent to the production in the post-war 
area. 

e Estimate. See Appendix В. 

7 Production of all usable iron ores averaging over 50 рег 
cent iron content. 
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Table IV 


PRODUCTION OF PIG-IRON AND FERRO-ALLOYS 


Millions of tons 


St a 


-- +”. ВАД 


Production ‘, 

Country 

1937 1938 | 1946 1947 1948 а $ 

р . 

' 

А USUTIS CMe Mani Pe ele hoe css 0.39 0.54 0.06 0.28 0.61 $ 

Belgium-Luxemburg ...... . 6.35 3.97 3.54 4.63 6.57 i 

Czechoslovakia ......... 1.68 1.32 0.96 1.42 1.66 | 

ОВ ое, о ооо is es ey ve 7.86 6.01 3.70 5.54 ТО | 

Germany;4 gamer ео 15.96 18.08 2.20 2.40 4.84 3 

of which Western zones .. . . - 13.21 14.97 2.08 2.27 4.67 
SovyieteZone Еее 0.21 0.24 0.12 0.13 0.17 
HUNG aly eee ое о 0.36 0.34 0.16 0.30 0.36 
ор ом et. oo os hes ee eee ee ts 0.88 0.93 0.20 0.39 0.55 
olan dle serene se. oops dev c= a) ees 0.72 0.89 0.72 0.86 1.10 
Вранье оао соо 0.14 0.44 0.49 0.50 0.53 
ОНА sue) we stats, cote 0.66 0.68 0.70 0.72 0.77 
United) Kingdoms = 2. 3. 8.62 6.86 7.87 7.91 9.45 
Other European countries’... . 0.53 0.54 0.60 0.86 1-13 
Total Europe (excluding U.S.S.R.) 4 4+ 41 21 26 35 

U.S.S.R. И 14.5 15.2 То 11.5 14.0 
А о ее Ая 37.2 19 41.2 53.7 55.0 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations ; Minerals Yearbook, 
1939, United States Department of Interior ; Monthly Statis- 
tical Bulletin, British Iron and Steel Federation. For details, 
see Appendix B. 


Nore. — The data refer to total production, both for 
steel-making and other purposes, of pig-iron, including direct 
castings, ferro-alloys (Spiegeleisen, ferrous manganese, ferro- 
silicon, ferro-nickel, ferro-chrome, et cetera) made in blast and 
electric furnaces. 

а Provisional. 

b Excluding ferro-alloys. 


¢The figures exclude ferro-alloys produced in electric 
furnaces. For post-war years, the production of the Saar, 
amounting to 0.25, 0.66, and 1.13 million tons in 1946, 1947 
and 1948, respectively, is included in the production of France. 


4 Total production for 1937 and for 1938 relates to the 
pre-war boundaries of Germany and includes the production 
of the Saar, amounting to 2.25 and 2.55 million tons in 1987 
and 1938, respectively. The figures for the post-war years 
exclude the production of the Saar and the ceded territories. 
Production of the individual zones has been estimated for 
the pre-war years. For details, see Appendix B. 


e The figures of production in 1937 and in 1938 relate to 
the pre-war boundaries of Poland. Production in the post- 
war area was estimated to have been 1.01 and 1.21 million 


tons for 1937 and 1938 respectively. For details, see Ap- 
pendix B. 


ft Including sponge-iron ; excluding ferro-alloys. 
8 Excluding ferro-alloys made in electric furnaces. 
» Estimate... For details, see Appendix В. 
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Table V 


PRODUCTION OF MOTOR VEHICLES 


In thousands 
ner ene ee NA a 


Passenger cars Commercial vehicles 
Country 

1938 1946 1947 1948 a 1938 1946 1947 1948 а 
Czechoslovakia 12.6 3.8 9.3 17.8 4.06 3.0 5.3 7.4 
Е. 182.4 30.5 66.3 100.1 39.4 62.5 66.8 93.6 
Germany: U.K./U.S. Zone 174.14 10.0 9.3 28.0 36.44 11.2 12.6 26.5 
Italy ae ee 59.0 11.0 25.4 44.2 11.8 18.3 18.6 15.5 
United Kingdome . 341.0 218.4 287.0 334.8 104.0 140.6 154.3 173.2 

Total . 769 274 397 525 196 236 258 316 

U.S.S.R./ 18.25 20.8 157.0 270.0 181.85 5A ap ic 

U.S.A 2,001 2,149 3,558 3,893 488 941 1,240 1,380 


Sources. — The figures have been derived from the Monthly 
Bulletin of Statistics, United Nations: Monthly Statistical 
Bulletin of the Control Commission for Germany (British 

lement) ; and Annuario della Congiuntura Economica 
Italiana, 1938-1947. 


Мотез. — The figures relate to total production of motor 
vehicles both for export and for domestic market and include 
production of foreign-owned companies operating within 
the territory of the reporting country. Production of com- 
pleted vehicles built on imported chassis is excluded. 

Taxis are included in the production of passenger cars, 
but vehicles intended for common carriers (buses, coaches) 
are excluded. 

The figures for commercial vehicles refer to production 
of all trucks, lorries, motor-coaches, et cetera, and special 
vehicles such as ambulances, fire apparatus. They do not 
include commercial vehicles operating off the road such as 


farm tractors, road and other construction machinery. Finished 
chassis are also included. Motor-cycles and military vehicles 
are excluded. 


а Provisional. 


51937. 


с Motor-coaches and fire apparatus are excluded from the 
figures for commercial vehicles. Data for 1938 refer to the 
period October 1937-September 1938. 


41936. 


е Wheeled tractors for road haulage are included in the 
figures for commercial vehicles. Battery-driven electric vehicles, 
of which 2,300 were produced in 1946, are excluded. 


1 The figures for the post-war years include data for both 
passenger cars and commercial vehicles. 


Table VI 


PRODUCTION OF MERCHANT SHIPS 
Thousands of gross registered tons 


nn nee EEE a aEEE | SESE 


Vessels launched Vessels 
Country completed 
1938 | 1947 | 1948 1948 

Denmark . 158 61 100 92 
France 47 92 135 63 
German 479 а ce а 
Ца у a ae ai 94 62 108 135 
Netherlands . 240 88 139 oe 
Norwa 55 37 47 
Sed A earn elt 166 222 244 295 
United Kingdom .... 1,024 1,192 1,172 1,213 
Other European countries 83 49 95 116 
Total Europe (excluding U.S.S.R.) . 2,346 1,803 2,040 2,130 
о ee cas 160 165 128 184 
World total (excluding U.S.S.R.) . 2,976 2,104 2,293 2,482 


De ee ee И ити 


Source. — Lloyd’s Register Shipbuilding Returns. р 
Nore. — The figures exclude merchant vessels of less than 100 gross tons. 


a Pre-war territory. 
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Table УП 


PRODUCTION AND CONSUMPTION OF COTTON YARN 


Thousands of tons 


Production Consumption а 
eT 1937 | 1938 1946 1947 1948 6 1938 | 1947 1948 b 
= | 
О о -yeMiie Ter om bstorg tae! os 34 23 9 13 31 с 7 11 
Belgium-Luxemburg?. ...... 5 75 69 81 80 65 76 aa 
Czechoslovakiaie@ece-s cies sine 89 2% 59 68 78 с 59 68 
ИНО ор ола Romine cess, 6). ое 250 172 204 219 241 200 218 
а аи sole) 377 393 Be 
of which Western zones .... . 245 49 75 112 629 959 
Soviet. Zones в ыы ae = 109 ors я ae a ae ate = 

ТИ Ge eh В о ооо Я 3 18 9 21 24 18 21 24 
а В он. а 5$ 124 № an 175 с 188 106 с 158 156 
ее... 55 52 31 41 48 62 47 55 
оо eh ee о 78 64 46 59 82 66 59 82 
ВОВА, от. ie 21 30 29 32 19 29 31 
SWOCODM Te a5 cc. 8 6k mes, es 29 28 22 20 21 30 27 27 
АО до або о a. to viet a oe 16 20 28 29 28 26 37 36 
Wnitedsktingdom 5 о бо ee) ea 616 476 333 336 387 421 328 366 
Other European countries’ ... . 75 75 55 56 7 110 66 82 
Total Europe (excluding U.S.S.R.) с | 1,857 1,703 1,113 1,235 1,432 1,666 1,230 1,398 
U.S.A. oie a onto. re ee 1,108 1,852 1,802 1,763 

ИЕ. соо и 719 700 45 121 113 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations, and national statistics 
supplemented by trade publications and those of private 
organizations. Sources are given in detail in Appendix B. 


Notes. — The figures refer to the total weight of pure, 
cotton yarn spun, whether for sale, for further processing or on 


commission. They do not include mixed cotton yarn, cotton 
yarn made from cotton waste and tyre cord ‘yarn unless 
otherwise indicated. 


a Apparent consumption : i.e., production plus net imports 
with no allowance for changes in stocks. 

b Provisional. 

с Kstimate. For details, see Appendix В. 


4 Including production of cotton yarn with admixture of 
artificial fibre. 


е Including production of vicuna yarn and tyre cord yarn. 


/ The figures for 1937 and 1938 relate to pre-war boundaries 
of Germany. Production of the individual zones in 1937 
and total German consumption in 1938 have been estimated. 
For details, see Appendix B. 

Е О. K./U.S. Zone only. 

h 1939. 


iThe figures of production in 1937 as well as those of 
production and consumption in 1988 reiate to pre-war boun- 
daries of Poland. Production in the post-war area for 1937 
is estimated to have been 100 thousand tons. For details, 
see Appendix B. Figures for production and consumption 
are not available for 1938 for the post-war area. 


7 Production relates to conditioned weight of single cotton 
yarn. 


Twi Tia Tie ia vt 
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Table VIII 


PRODUCTION AND CONSUMPTION OF WOOL YARN 


Thousands of tons 


о Production Consumption а 

2 1937 | 1938 | 1946 | 1947 1948 6 1938 1947 1948 b 
Belgium-Luxemburg a 26 31 42 34 20 37 27 
Czechoslovakia 27 se 5 30 32 24 с 29 31 
France @ ес ae 118 92 116 133 107 106 124 
Germany Cre cs ee 129 : Е 132 

of which Western zones 84 19 22 33 < 22 32 

Soviet Zone 37 = che oe 56 : ar oe 
Hungary 4 ae 12 2 6 8 12 6 8 
Netherlands . 4 17 23 26 lle 29 33 
Norway 5 ie 6 6 = 6¢ 7 8 
Poland Ie 34 34 19 24 33 33 24 33 
Spain > 58 6 5 5 4¢ 5 5 
Sweden . 14 SH 15 14 14 17¢ 18 19 
Turkey . ем :3 3 4 7 7 8 5 8 9 
United Kingdom iets: fF ys 180 200 165 190 205 189 187 204 
Other European countries*... . 113 113 76 92 100 118 93 103 
Total Europe (excluding U.S.S.R.) ¢ 670 691 492 585 649 678 579 648 
U.S.A. 210 221% 416 358 361 
| | 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations, and national statistics. 


Sources are given in detail 


Nores. — The figures refer to total weight of woollen and 
worsted yarns spun, whether for sale, for further processing 
Mixed wool yarns and yarn made from 


or on commission. 
wool waste are excluded. 


a Apparent consumption: i.e., production plus net im- 


in Appendix B. 


ports, with no allowance for changes in stocks. 


b Provisional. 


c Estimate. For details, see Appendix B. 
а Including mixed yarn. 


e Figures for 1937 and 1938 relate to pre-war boundaries 
of Germany. Production in the individual zones in 1937 and 


total German consumption in 1938 have been estimated. 


For details, see Appendix B. 

t Includes mixed yarns and yarns made from wool waste. 
The figures of production for 1937 as well as those of produc- 
tion and consumption for 1938 relate to pre-war boundaries 
of Poland. Production in the post-war area for 1937 is estim- 
ated to have been 41.9 thousand tons. For details, see Appen- 


dix B, Figures for production and consumption are not 
available for 1938 for the post-war area. 


Е 1940. 
h 1939. 


Table IX 


PRODUCTION AND CONSUMPTION OF RAYON FILAMENT YARN 
Thousands of tons 


Production Consumption а 
Count: 
ме 1987 1938 1946 | 1947 | 1948 5 1938 1947 | 1948 5 
i 8.5 
Belgium-Luxemburg 7.4 5.0 7.9 9.2 | 10.1 3.4 т.т | 
Czechoslovakia 4.0 2.4 3.1 4.4 5.2 3.9 5.5 6.5 
France 30.1 28.0 31.0 37.2 43.6 22.8 32.0 40.5 
German yoann а 56.7 65.3 8.3 15.2 32.6 67.8 Ро 35 
of which Western zones 32.4 37.8 7.7 13.4 30.1 < 10.64 95.74 
Soviet Zone 14.1 16.3 0.6 1.8 Dae AR aie ate 
Italy . i 47.2 45.9 29.5 52.3 46.0 8.0 40.9 Ия, 
Netherlands . 10.8 9.6 8.4 Look 15.7 4.1 ов) 8.7 
Poland е 6.6 6.2 3.5 5.5 Ч: 6.3 5.5 т 
Spain : lee 1.0 8.0 8.3 758) 1.0 8.3 ised 
Switzerland .... 5.5 5.5 0.2 7.5 8.0 6.4 6.6 5.6 
United Kingdom / 5 : 51.6 46.8 49.2 54.0 67.2 43.5 48.0 57.0 
Other European countries 8. 2.8 | 3.3 5.9 | 7.3 7.5 15.9 big Pea 14.1 
Total Europe (excluding 0.5.5.8.) 224 219 161 214 250 183 & 194 8 д 
U.S.A. 145.2 116.4 307.2 338.4 389.0 
Japan 152.4 97.1 4.1 7.4 16.1 


Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations, and national statistics 
supplemented by data published by the Textile Economics 
Bureau. For details, see Appendix B. 


Nore. — The data for filament yarn relate to production 
of continuous rayon filament of all tenacities, but exclude 
staple fibre, artificial horse hair and straw and other artificial 
fibres. 


a Apparent consumption : i.e., production plus net imports, 
with no allowance for changes in stocks. 


c The figures for 1937 and 1938 relate to pre-war boundaries 
of Germany. Production of the individual zones has been 
estimated for certain years. For details, see Appendix B. 


@U.K./U.S. Zone only. 


eThe figures of production in 1937, as well as those of 
production and consumption in 1938, relate to pre-war 
boundaries of Poland. Production in the post-war area is 
estimated to have been 12.8 and 13.4 thousand tons in 1937 
and 1938, respectively. For details, see Appendix В. Figures 
for consumption in this area for 1938 are not available. 


f Nylon yarn production is included in the post-war years. 


5 Provisional. g Estimate. For details, see Appendix B. 
Table X 
CONSUMPTION OF NATURAL AND SYNTHETIC RUBBER 
Thousands of tons 
Country 1937 1938 | 1946 1947 1948 а ev: 
| 
Аа ро Wake EMR IHS 4 4 4 1 2, 
OL OHIEE а cic pines 13 13 9 15 13 
Слепота кале а Suess wok ee a 12 La 6 17 26 
TAN CONE e ium бела. ео. 61 58 59 75 95 
Germany °) 39. =: . 94 104 ‘ee 5 a 
of which British Zone И ine Te ae 50 14 16 29 

DG aly eae о о О и 24 24 13 28 28 
еле an ds we ое te codes 4 5 4 8 12 
Polandi¢@eewte a> Jae о о ое: 6 8 4 3 4 
Sweden fs An ieee рома Re a ers 7 8 11 12 14 
ПОЛНО 1 съ оаобовоое 116 109 129 159 199 
Other European countries ....... 27 22 7 22 24 

Total Europe (excluding U.S.S.R.) . . 368 366 266 369 486 
UES ZAR OR Nee Ут Se er 553 446 1,056 1,139 1,091 


Sources. — The figures have been taken from the Rubber 
Statistical Bulletin, Rubber Study Group, supplemented by 
estimates of the Research and Planning Division, Economic 
Commission for Europe. See Appendix B. 


_ Notes. — The figures for natural and synthetic rubber 
include latices. Reclaimed rubber is not included since data 
are available only for the countries indicated below : 


1937 1938 1946 1947 1948 
United Kingdom. . . 10 9 26 23 24 
United States... . 165 123 280 293 277 


а Provisional. 


6 Including the consumption of the followi 
synthetic rubber : a Se ee 


1937 1938 1946 1947 1948 
таре и — — 29 1 
United Kingdom. . . — — 31 3 3 
United States .... 1 2 774 568 457 


с The figures for 1937 and 1938 relate to the pre-war 
boundaries of Germany and Poland. 


Иру Serena 
| 
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Table XI 


PRODUCTION AND CONSUMPTION OF SAWN SOFTWOOD 


Millions of cubic metres 


Country 


1937 4 1946 


PRODUCTION CONSUMPTION 


1947 19486) 1937а| 1946 1947 1948 6 


Austria A 

Czechoslovakia 

Denmark . 

Finland 

France . : 

Бетта т’... 
of which Western zones 

Soviet Zone . 


= 
Ne DON 
ныоюжаяятеончяювьчеотьон+-о® 


Om 


Italy 

Norway 

Poland 4 

Rumania . 

Sweden. 

Switzerland : 

United Kingdom 
Yugoslavia . eee se 
Other European countries 4 


оф фю- 


aWwwone 
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Total Europe (excluding U.S.S.R.)¢4 


oN a ne 460 60 


©> 
© 
oo 
№ 
ou 
ie 2) 


36 33 35 


50 50 


NE eee ee OE nn 


Sources. — The figures have been taken from publications 
of the Food and Agriculture Organization of the United 
Nations, and the Comité international du Bois. For details, 
see Appendix B. 


Мотез. — Sawn softwood includes the following categories 
of sawn wood: planks, boards, deals, battens ап4 large 
timbers, both rough and planed; squares ; flooring ; laths ; 
shingles and boxboards. It does not include railway sleepers 
(crossties). 

Production figures refer to indigenous timber only. 

Consumption for 1937 is apparent consumption (production 

lus net imports). For post-war years, stock changes have 
fase taken into account wherever possible. 


a Estimates. For details, see Appendix B. 

5 Provisional. 

с Total production and consumption for 1937 relate to 
the pre-war boundaries of Germany. The figures for the 
post-war years, which exclude production of the ceded terri- 
tories, have been estimated as have those of the individual 
zones for certain years. For details, see Appendix B. 

а The figures for 1937 refer to the pre-war boundaries of 
Poland. Production in the post-war area in 1937 was estimated 
to have been 5.8 million cubic metres. For details, see Ap- 
pendix В.. 
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Table XII 


PRODUCTION OF CEMENT 


Millions of tons 


Country 1937 


1948 а 


_ 
(=) 
r= 
or) 


1938 


Austria 6 
Belgium 
Denmark с 
France 4 
Сеттаву а: ее =: 
of which Western zones 
Soviet Zone 
Hungary с 
Ltaly>.08: ee 
Netherlands / 
Poland & 
Portugal № 
Spain 
Sweden . abe 
тк ют 
United Kingdom ae 
Other European countries! . 


Nwowsd 


ыы 
AWNORWBWRWRE CANIS 


@ 5 


awoneo 
wwonne 
> мое 


=. 


DOWORAWIMORWNEWAROY 
wworoc 


— 


[o>] 
% 


ww 
<не 
ьщчаноьрроноьра<ь 
щен OF ONO 
CLM WMDORPRAMNONOWDOD~1]F w 
№ WORF KF OM OW O 
CRRA ONODASONHE TWP OW AW] 


© 
(=) 


|< WATIOFOCOCOrFORO 


tbo 
— 
w 
= 
w 
Qo 


Total Europe (excluding U.S.S.R.)? |_ 


О 5 5 has да оао 5.5 
ESET: RM he Sirs =i Е. ay oc 20.1 


- Sources. — The figures have been taken from the Monthly 
Bulletin of Statistics, United Nations ; Statistical Year-Book 
of the League of Nations, 1942-1944; and national statistics. 
For details, see Appendix B. 

Nort. — The data refer to the production of artificial 
cements (including Portland cement) and natural cement 
unless otherwise indicated. 

а Provisional. 

b Artificial cements only. 

с Portland cement only. 

4 Artificial cements only with pressure resistance of over 
100 kilogrammes per square centimetre. 


© 
№ 
> 
Qo 
a 
On 


34.9 


— 
aon 
ao a 


27.9 31.8 


e Total production for 1937 and 1938 relates to the pre-war 
boundaries of Germany. The figures for the post-war years, 
which exclude the ceded territories, have been estimated as 
ah those for the Soviet Zone. For details, see Appen- 

ix B. 

7 Portland cement and blast-furnace slag cement. 

& Portland cement only. Production for 1937 and 1938 
relates to the pre-war boundaries of Poland. Production in 
the post-war area was estimated to have been 2.9 and 3.6 mil- 
lion tons for 1937 and 1938 respectively. For details, see 
Appendix B. 

h Factory sales of Portland cement. 

i Estimates. For details, see Appendix В. 
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Table XIII 
RAILWAY ROLLING-STOCK 


LOCOMOTIVES 


WaGons 
Available Availabl 
Total stock Total stock Dee Ore 
Count for use 

ntry (Number) (Per cent) о. ( ber cent) 
1938 1947 1948 1947 | 1948 1938 1947 1948 1947 | 1948 з 

Decem. | Decem. | Decem. | Dec. | Dec. ||Decem. | Decem. | Decem. | Dec. | Dec. 
Belgium. . a Зет! 3, 351 3,049 | 71.1 | 77.9 109.1 93.7 94.3 | 92.5 | 91.8 
Czechoslovakia а 4,086 5,214 5,207 | 54.3 | 52.6 97.5 73.4 73.7 | 84.4 | 87.4 
France? . 18,129 | 12,082.| 11,382 | 84.6 | 89.3 506.9 434.3 454.4 | 86.2 | 87.2 
Greecec . 244 130 124 | 50.0 | 58.7 4.7 1.2 2.3 | 81.9 | 87.6 
Italy? . 5,504 5,584 5,327 | 62.1 | 66.4 133.8 110.9 119.7 | 80.4 | 82.4 
Norway. : 435 558 569 | 67.0 | 66.9 10.6 12.4 12.5 | 95.7 | 95.4 
Turkey ¢ Reo eS 911 991 1,071 | 82.4 | 74.6 14.8 18.0 18.5 | 96.2 | 98.7 
United Kingdom . 19,627 | 20,470 | 20,249 | 80.5 | 81.5 |1,284.3 1,218.1 |1,175.2 | 86.8 | 90.3 
CVA м et. ee yas 52,273 | 48,380 | 46,978 | 75.7 | 77.8 ||2,161.7 1,962.0 |1,950.6 | 86.6 | 89.7 

Stocks : index-numbers 1938 = 100 100 92.6 89.9 — — 100 90.8 90.2 — — 

Number available for use . 36,640 | 36,571 — — 1,700.0 |1,749.0 | — — 


Sources. — The figures have been taken from Statistique 
internationale des Chemins de Fer, 1938, Union internationale 
des Chemins de Fer, supplemented by data of the Inland 


of railway administrations and that of private owners regis- 
tered for use on the railway systems. 


a The pre-war figures refer to 1937. 


| 
| 


Transport Division, Economic Commission for Europe. 


Nore. — The figures for wagons include both the stock 


b The 1948 figures refer to November 1948. 


Table XIV 
TOTAL TONNAGE OF MERCHANT FLEETS 


с The 1948 figures refer to August 1948. 


: Index numbers О 
я Thousands of gross registered tons а (1939 = 100) а 
to 1948 

1939 1947 1948 1947 1948 (Per cent) 
Denmark Eis 1,025 1,123 87 95 10 
Егапсе. . 2,953 2,327 2,799 79 95 20 
Greece в . 1,781 1,027 1,286 58 72 25 
Italy ues 3,448 эт 2,109 38 61 60 
Netherlands . 2,973 2,441 2,742 82 92 12 
Norway . 4,835 3,762 4,262 78 88 13 
Spain . 914 1,140 1,155 125 126 1 
Sweden . и 1,582 1,830 1,975 116 125 8 
United Kingdom 17,795 16,221 17,210 91 97 6 
Tora of above countries . 37,457 31,090 34,661 88 93 11 
Сегтапу 4,493 598 431 13 10 — 28 

ТОТАгГ, of above countries 

(including Germany) 41,950 31,688 35,092 76 84 11 
О В. eae 1,316 2,164 2,107 164 160 —3 


Sources. — The figures have been taken from Lloyd’s 
Register of Shipping, Statistical Tables. 
Vessels of 100 gross tons and over. 


а 30 June. 
b Including sailing vessels. 


с For the post-war years, ships on bare board charter from 
Canada and the United States are excluded. 


dIncluding American ships temporarily under Soviet 
flag. 
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Table ХУ 


ELECTRIC GENERATING CAPACITY 


End of year 


ЕЕ re 
Installed capacity Percentage increase 


Country 1946 1947 1948 

1988 1946 1947 1948 1938 1946 1947 

Austria 1,010 1,450 1,560 1,650 43.6 и: 5.8 
Belgium . 2,461 2,630 2,695 3,000 4 6.9 2.5 1S 
Bulgaria . - 104 127 137 1704| 22.1 9 24.1 
Czechoslovakia . 1,8706 2,450 2,550 а 2,7954 | 31.0 4.1 9.6 
Dénmark 560 728 728 752 30.0 — 3.3 
Treland 160 200 2204 242 25.0 10.0 10.0 
Finland 870 929 1,000 4 1,1004 6.8 726: 10.0 
France 9,180 9,380 9,825а | 11,1624 2.2 4.7 13.6 
Germany 15,900 с 9,1004 9,600 2 10,900 2 |— 42.8 5:5 1335 
Greece 240 250 4 271 а 293 а 4.2 8.4 8.1 
Hungary 816 1,120 1,210а 1,310а| 37.3 8.0 8.3 
Italy 5,561 6,002 6,313 4 6,660 4 7.9 52 5.5 
Luxemburg 137 141 141 1604 2.9 — 13.5 
Netherlands 1,742 1,978 2,050 2 2,145а 13.5 3.6 4.6 
Norway . 2,050 2,440 2,4504 2,5002| 19.0 0.4 2.0 
Poland 1,483 е 1,600 1,900 2 2,1004 7.9 18.8 10.5 
Portugal. . 280 315 333 а 352 а 12.5 Ser] ay 
Rumania 510 6004 645а 693 а 17.6 1.5 7.4 
Sweden 2,100 2,985 2,985 3,103 42.1 — 4.0 
Switzerland 2,030 2,640 2,650 @ 2,750а| 30.0 0.4 3.8 
Spain. . 1,568 1,900 2,010 4 2,130 4 | 212 5.8 6.0 
Turkey at 178 248 264 а 281а| 39.3 6.5 6.4 
United Kingdom . 9,365 12,438 12,729 13,226 32.8 Zee 3.9 
Yugoslavia . 500 8004 970 а 1,180а| 60.0 21.3 21.6 
ToraL Europe (including Germany) .. . 60,675 62,451 65,236 70,654 2.9 4.5 8.3 

Index numbers: 1938 = 100 ..... 100.0 102.9 107.5 116.4 
Тотат Europe (excluding Germany) .. . 44,775 53,351 55,636 59,754 19.2 4.3 7.4 
Index numbers: 1938 = 100 ..... 100.0 119.2 124.3 133.5 


Source. — Power Division, Economic Commission for Europe. у с 1937. 


а Plan figures or estimates. а Estimate. 
b 1936. е 1935. 
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